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Introduction 
With the mutual interdependence of nations in 
economic and other spheres, international trade is 
becoming comple;; and highly competitive activity which is 
influenced by multiplicity of factors with diverse and 
conflicting influences. Every nation with different 
permutations and combinations keeps its interests 
uppermost and tries to extend as many facilities as 
possible to strengthen its economy. In this process on the 
one hand it put a number of constraints and on the other 
hand provides certain facilities to give a fillip to its 
exports. 
It is no doubt true that international 
political organisation have faced ups and downs and a 
number of them appeared and then disappeared from the 
world scene. It also happened even with social, 
scientific and cultural organisations. However in the 
economic sphere it is noticed that international 
organisations, setup on voluntary basis have been 
constantly playing vital role and the examples are ILO, 
IMF, IBRD etc. Perhaps it is more true in the case of 
organisation which are directly or indirectly playing role 
in the promotion of foreign trade, such as GATT and 
UNCTADD etc. and a number of other institutions. 
Another important development in the recent 
past is the emergence of economic regionalism as EEC, 
African Common Market, OPEC and perhaps the newly formed 
Commonwealth of Independent state (CIS) etc. This new 
dimension has a far reaching consequence on the world 
trade. The concept of custom union and common market have 
brought economies together and provided better bargaining 
strength in the world market. It has also affected the 
composition as well as the direction of foreign trade of 
the countries which have become part of economic regional 
organisation. These economic regional organisation adopt 
the policy of free trade within themselves but follow a 
different policy when it comes to trading with out side 
world. 
The role of the world organisation is very 
important protecting the interests of those countries 
which are unable to form such groups or where the group 
strength is weak. The countries with economic strength can 
browbeat the developing nations if the world 
organisations play their part effectively and impartially. 
In the changing world economics scenario Japan 
has merged as a strong single trading entity and in fact 
the trade cross Atlantic can not claim any more to be 
most significant one as the trade across Pacific has 
become a,well established economic reality. Further, the 
concept that the center of global economic dynamism has 
shifted from the Atlantic and the US-Europe to the Pacific 
region, is now an acknowledged fact. Herman Kahan, 
Thomas Pepper, Senator Alan, Henry Kissinger and Cyrus 
Vance are some of the prominent thinkers who have also 
accepted the change as a significant one. Japan's role in 
Pacific region has directly or indirectly provided a 
fillip to other economies of this region, such as South 
Korea, Singapore, Hong Kong, Malaysia and Indonesia etc. 
ndia's import requirements are growing fast and 
Keeping in mind the size of the country and the emerging 
protectionism, it is not likely that the aid flow will 
be to the extent of required volume. Thus India has to 
increase its exports to the world,which is blessed with 
abundance of natural resources and has attained 
substantial industrial growth. The Country is capable to 
export the goods of traditional nature as well as other 
type of semi finished or finished goods./ India, though 
not part of Pan Pacific nations,but is located in its 
neighbourhood and has yet to reap the gains from the 
development in the region. 
India due to its geo- =al and geo-economic 
realities has not been able to becc part of any economic 
regionalism. It is a common knowledge that the concept of 
Asian Common Market never saw the light of the day and 
remained a concept only. It would not be prepondorous on 
the part of the researcher to predict that such regional 
organisational would not become a reality in the future 
too. However the absence of India's association to any 
economic grouping is also a result of its non-alignment 
policy m the political sphere. 
India is one of the second largest country 
amongst the third world which is characterised by its 
economic under development. Despite consistent and 
persistent efforts during the last half a century India 
has yet to become and important nation of the world 
commensurate with its size. India is making desperate 
efforts to diversify its trade to obram better terms of 
trade and to enjoy higher trade g a m s . The Pan Pacific 
nation which have been selected for study m this project 
were not important trading partners m the past but they 
have great potentials and India's trade with these 
countries is bound to assume importance in future. 
On the basis of 'pilot research' six nations 
namely Hong Kong, Indonesia, Japan, South Korea, Malaysia 
and Singapore have been selected. All these countries are 
making heavy trade surpluses. The status of developed 
nations has already been awarded to Japan, Hong Kong, 
South Korea and Singapore, while Malaysia is round the 
corner to get the status of developed country. Indonesia 
too, is making vital structural changes in its economy. 
Methodology; 
The study covers a decade stretching from 1^79 
to 1987. The logic for selecting this decade is that the 
countries selected for study except Japan have brought a 
seachange in the value as well as volume of their foreign 
trade. Moreover uniform data is available for this 
period. The nature of study is such that the researcher 
has to depend on secondary data for which the main sources 
are given below: 
a) The Year Books of financial Statistics and direction of 
trade Statistics. IMF Publication various issues. 
b) The Europa Year Book, Faro East Asia and Australasia 
and India Year Book and Economic Survey. 
c) Government publications of India and other countries 
such as issues of white paper on international trade 
and news letters of different countries. 
d) Data regarding composition of India's trade collected 
from various issues of 'Statistics of the Foreign 
Trade of India by Countries. 
In order to,analyse the trends in India's trade 
with countries under review, percentage variations over 
the previous years are depicted on the graon. In order to 
analyse the geographic concentration with the Pan Pacific 
nations in India's foreign trade the Hirschman Index of 
concentration has been calculated . This index has been 
calculated first by squaring the respective shares of the 
selected countries of Pan Pacific nations in their total 
exports to or imports from India, adding them togather and 
then taking the square root of the total. 
A higher index suggests a high degree of 
concentration of India's trade with any or some of the 
countries of the region on vice-versa. 
With the application of all these statistical 
tool an attempt is made to maintain the objectivity of the 
project. On the basis of the trends and results drawn, 
endeavour is made to interpret and also to make 
appropriate suggestions so that the decade of 1990s may 
prove to be a glorious chapter in Indo—Pan Pacific trade 
relations. 
HYPOTHESES: 
The work is essentially based on the secondary 
sources, hence the hypotheses of this study are based on 
the 'Pilot Research' conducted by the researcher and are 
being tested by using published material. However, the 
hypotheses are given as below: 
a) Pan Pacific nations have great potentials for other 
countries offering attractive libreiisation programs 
and creating vast scope to maintain or increase exports 
to these countries. 
b) The place of India's exports and imports from Pan 
Pacific nations have increasing trends during the 
period under review. 
c) The economic structure of India and that of Pan Pacific 
nations is such that they becomes complimentary to meet 
each others requirements. 
d) The EXIH policy of India is capable to create conducive 
atmosphere for increasing exports and its imports are 
aimed to increase the exports first. 
e) The trade compositions has underwent a substantial 
change but still it is highly skewed and 
diversification is needed. 
Format of the Project: 
The project is divided in to six chapters in 
order to have a synoptic and comprehensive view of 
India's trade relations with Pan Pacific nations during 
the period of ten years i.e., since 197S to 1987. In the 
first chapter an attempt is made to have a comprehensive 
but selective view of the international trade theories. 
The chapter also evaluates the gains and terms of 
international trade aiongwith the constraints and the 
contribution of international trade to the economic 
growth. 
In the second chapter, the state of economic 
affairs of India with special reference to its foreign 
trade has been analysed. The third chapter presents an 
analytical view of economics of the selected countries. 
The fourth chapter deals with the india's trade 
with Pan Pacific nations. In this chapter to analyse the 
trends in trade volume a graphic presentation of percent 
variations is depicted. The composition of India's 
imports from and exports to the selected countries is also 
given in this chapter. 
An analysis of India EXIM policy is made in the 
fifth chapter. Export items are identified mainly for 
the markets o'f Pan Pacific nations, which have export 
potentials. Similarly import items with relatively elastic 
demand An attempt is also made to suggest some of 
commodities which are imported in bulk but if proper/ 
steps are taken they can be produced domestically and 
hence may be instrumental in import substitution. The 
sixth and last chapter highlights the major conclusions. 
An endeavour is made to give to smoother trade relations 
between India and Pan Pacific Nations. 
CONCEPTUAL FRAMEWORK 
Trade was not known during the "Primitive Society" 
as the man was sunk into the darkness of ignorance and 
barbarism. During the Neolithic era the man headed 
towards better civilization, his needs expanded and the 
society gradually moved towards greater specialisation. 
With the development of modes of transport and increased 
movement of men and material, the trade benefits were felt 
and realised at an increasing pace. The technological 
advancement, enhanced productivity, increased demand and 
concept of social welfare; all put together led to 
initiate the trade even among the politically independent 
entities and vt.nB termed as international trade. 
A medley of human forces was brought togather to 
serve the consumer and it covered activities performed by 
a host of arbitragers, bankers, financiers, underwriters, 
carriers and warehousemen etc. are playing positive role 
in fostering foreign trade. Each political entity utilised 
its natural resources to serve its own countrymen and then 
(roved on in establishing trade relations with their 
neighbours, which in modern terminology is said as 'intra 
regional trade'. With the availability of greater 
2 
facilities the pattern of trade changed and took the 
shape of what we call foreign trade. Sometimes countries 
having cheap transport facilities and other economxc 
2 
advantages sire able to get benefits of foreign trade 
The concept of state with political boundaries 
adversely affected the mobility of men and material 
between different parts of the world. Within the country 
factors of production can presumably move freely, thus 
removing diversities in wage rates, prices etc. but at the 
international level it is not feasible. Further each state 
has. its own national economic policy and designs. 
The peculiarities of foreign trade are many and 
dxverce. One of the basic factors is immobility of the 
factors of production Within a country, diversity in wage 
rates can be easily removed by the movement of labour 
1. SlhUJN KUZENTS: "Foreign trade flot^s and moves across the 
natzansl boundaries are affected by many complex factors in 
which technological changes, social inventions, economic 
advantagesfpolitical revolutions and diversities in the 
structural endoh/ments of all play their part," SIX LECTURES OF 
ECONOMIC DEVELOPMENT-GREEN HILL FREE PRESS,1959,P-106. 
2. i^RTHER LEUIS:"The e>!tent to which a country participates in 
international trade depends partly upon its resources, partly 
upon the barriers i t places in the way of trade and partly 
upon its stages of development,"THE THEORY OF ECONOMIC 
GROh/TH, LONDON ^LLEN AND UNUIN 1955,P-340 
0 
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force to the comparatively higher wage centers . Thus the 
standard of living of labourers is also brought at par 
with the rest, of the countries^./But such a mobility is 
not feasiable at the international level due to diverse 
political cultural and social setups. State intervention 
ifs another peculiarity. Each country has its own national 
economic policy. Such a policy may exert a great pressure 
upon all its industries. Monetarf-y policy and system may 
also differ between countries"^ as it is co-terminus with 
the economic policy of the country. Under foreign trade, 
different central banks are engaged in the international 
trading activities. Each central bank may adopt its own 
economic policies . For instance, the Reserve Bank of 
India may adopt a dear money policy when the Bank of 
England adheres to a cheap money policy. 
1, HfiRROD G.F. "International trade can be regarded as 
exchange of goods bettteen persons enjoying similar standards 
of living while international trade as dissimilar standard of 
living, "THEORY OF INTERNATIONAL TRADE (ED.2) P-3 
2. FREDRICH LIST :"Domestic trade is amongst us, international 
trade is t>etMeen us and them". THE NATIONAL SYSTEM OF 
POLITICAL ECONOMY. (Translation by Sampson S. Longman * Green 
and Coy. 1984), P- J4. 
J. HALE i" There is always a keen demand for and supply of 
foreign currencies ". INTERNATIONAL TRADE (ED.2) P-4. 
i HARROD : "International trade is between people living 
under different central banks". INTERNATIONAL TRADE (ED.3) P-2. 
i 
Further foreign trade is a two-way traffic. There is a trade 
m commodities and services'*^ so also a trade in currencies of 
the different countries. each country has its own exchange 
control policy which is restricted to its own frontiers . The 
negative aspect of interference is known to exist in the 
regulative and restrictive attitude of the state. An orgy of 
statutory enactments may be imposed on all the industries and 
trade within the state boundaries! having substantial effect 
on international trade. The economic ideology pursued by the 
european countries was known as 'Mercantilism' and was 
advocated by a\en like Von Theman Surah and Dewid Hume etc. 
The concept implied the protection of national interest by 
self sufficiency in matter of food and agriculture, 
conservation of gold and precious metals etc. They had gone 
to the extent that if a country enters into foreign trade 
with its neighbour countries, it should only export but not 
import . Between 1500 and 1750, there was a 
1. ARTHER LEi^IS : "The e>:tent to which a country participates in 
international trade also depends partly upon its resources, 
partly upon the barriers it places in the way of trade, and 
partly upon its stages of development". THE THEORY OF ECONOMIC 
GROWTH, LONDON, ALLEN & UNUIN, 1955.P-340, 
2. SNIDER rt.P- J"Even the best mercantilist thinker viewed more 
receipts as stimulus to national economy. they propagated an 
essential commercial policy, i.e. to develop an export surplus-
the BO called favourable balance of trade at the same time 
imports were severally restricted except far the raw materials 
needed for domestic production and except for the precious 
metals. These devices were out right prohibition and high 
protective tarrifs.INTRO DUCTIOPN TO INTERNATIONAL ECONOMIES, 
Longman, Green & Coy (ed. 4) p-l^B. 
watershed of economy which never aroused any interest 
amongst the contemporaneous citizens , Afterwards with 
emergence of powerful rich traders and merchant princes 
the concept of anti deluvian was discarded. 
Adam Smith, the founder of laissez-faire 
favoured the optimal nature of policy intervention for 
open economics and pointed out that the trade situation is 
superior to the no-trade situation. Under the free trade 
policylthe marginal rate of transformation in domestic 
production and foreign trade was equalised and domestic 
prices were equalised with landed foreign prices. 
However, alongwith free trade he also advocated 
government interference in the matter of defence 
industry . Secondly he felt that if the neighbouring 
2. ALEXENDER GREY t"First as against the mercantilist tendency 
to consider that' the interest of each nation consisted in 
beggaring its neighbours, as emphatically ascerts the common 
interest of ail nations in these matters. It is a familiar 
point alike to physiocrates and to David Hume. The second 
point is his adumbration as against the balance of trade of 
another more important balance, the balance of the annual 
product consumption, this is the real test of prosperity and 
it may e^ist in the country kfithout foreign trade, cut off 
from all other nations Just as it may e>tist in the k*orld 
vxek^ed as a t*hole".THE DEVELOPCMENT DOCTRINES - AN 
INTRODUCTORY SURVEY. Allen & Mindell Ltd. P-149. 
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country could not show equality of treatment, he insisted 
on government imposing heavy duties. He uphold the view 
that free trade need not be continued and imposition of a 
tax upon imports as a retaliatory measure. With due 
circumspection and reserves, efforts may be made to 
restore free trade.f^ 
The most theoretical dissertation on 
foreign trade is found in the writings of David Ricardo . 
He was anxious to show that a nation might properly import 
goods, that it could itself make with a lower expenditure 
of labour as long as its relative efficiency in making 
other exportable goods was even greater. He had earned/ 
universal applause for the first and pioneering analysis 
about the laws governing the movements of money .' Suppose 
any country had an adverse balance of trade, excessive 
gold will be exported and-scarcity of money will be 
experienced. <:/ Scarcity of money will lead to an increase 
in its value and prices will fall. Low prices will 
naturally stimulate exports and gold which had already 
gone to a foreign country will come back.^ He expected a 
1. Ibid, p-192. 
2. GIVE fiiND RIST,i"Sa far as the theory of international trade 
i s concern^ hiB discovery of the lat^s governing the movements 
of money from one place to another and the admirable 
demonr^t rat ions Mhich he has given us of this remarkable ebb 
and ilott". HISTORY OF ECONOMIC THOUGHT^ PENGUIN PUB. P-17B. 
7 
perfect automation in economic operation which might bring 
equilibrium. 
Further, J.S. Mill has followed the footsteps 
1 2 
of his preceptors , Adam Smith and David Ricardo . 
According to him value in international trade are governed 
by a law of equation of international demand. His 
confirmed opinion is that money and credit in 
international trade did not in any way affect the law of 
equation of international demand. It was not the 
difference in the absolute cost of production which 
determines the interchange between nations, but difference 
in the comparative costs. As he had made a very abstract 
exposition, it was very difficult to be adapted. 
By the end of the second world war many of the 
countries became politically and economically independent. 
Many of them were characterised as highly distorted 
i. SCHUNPETER :"While classical economists considered 
economics as the size of wealth J.S.Mill preferred to call it 
both the science and art i . e . , the science of economics and 
the Brt of policy". PRINCIPLES OF POLITICAL ECONOMY BOOK-3 
Happer and bros. P-283. 
2, Ibid :" Suppose that the ten yards of broad cloth cost in 
England as much labour as ten fifteen, yards of linen 'in 
Germany as much tkfenty his supposition then being made. 
it Mfould be in the interest of England to import linen from 
Germany and Germany to import broad cloth from England". 
LONDON, PP-584-595. 
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economies alongwith huge deficits in the balance of 
payments. Consequently validity of optimal trade policy of 
international trade became questionable. The advance 
countries had monopoly power in trade while less developed 
countries with production externalities, forced the 
economists to discard the notion of free trade. R. 
Prebisch, H.W Singer^, and G. Myrdal^ were amongst the 
first to discuss it. Their opinions on the relationship 
between international trade and economic growth in a 
developing economy can be stated as below: 
" not generally concede to the free trade doctrine, 
its traditionally asserted status as the rational norm, in 
relation to which interference has to be proved to be 
advantageous exceptions applied to the severely unbalanced 
situation in which the underdeveloped countries find 
themselves as the result of the history, such a pretence 
on the part of non-interference policy has more obvious 
. logical flaws "^ 
1.PREBISCH R. s"The economic development of Latin America and 
its problems". United Pub. Nek* York. 1950,PP.8-14. 
2. SINGER H. U. :"The distribution of gains bett^een investing 
and borrok^ing countries". AMERICAN ECONOMIC REVIEW . WISCONSIN 
PUB. VOL.40,No.2,MAY 1953, PP-47J-485. 
3. GUNNAR MYRDAL :"An International Economy, Happer and Bros. 
We*v York. P-224. 
But the argument could not last for long and 
was dispenced with by the trade optimists who considered 
trade as the dynamic process helping to achieve 
accelerated economic growth.1 To have a synoptic view of 
the literature, the classical comparative static model 
based on simple general equilibrium alongwith its dynamic 
version is given, so as to analyse the relationship 
between international trade and economic growth in a 
developing country like India. 
In formulating a framework of international 
trade theory, the first question to be answered is why 
trade take place at all ? In essence , Ricardian theory 
found the reason for trade in differences between 
countries- primarily differences of techniques, skills, 
factors of production or all combined. Putting it in the 
light of Heckscher— Ohlin model, the identity of 
production functions eliminates differences in knowledge 
and technique and only one difference remains, a 
difference in quantitative proportions in qualitatively 
identical factors- The Heckscher—Ohlin model clearly 
indicates that foreign trade will exist even if their is 
perfect transreiission of knowledge and technique. 
, iE M O D E L •*• 
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To elucidate the model let us take the two 
countries I and II to trade freely. The price ratio of 
the two countries shall remain the same as the 
international level but terms of trade vary amongst the 
domestic prices of the two countries, both the countries 
will gain from free trade. To understand this phenomenon, 
the assumptioiis of the Heckscher—Ohlin model may be given 
as below: 
(i) All countries produce the same two commodities using 
the identical two factors, with processes defined 
by the same two production functions. 
(ii) The production functions for both goods involve the 
use of both factors, which are homogenous, convax and 
have constant returns of scale. 
(iii) The production functions are such that the relative 
factor intensities are the same at all factor prices 
which aire the same in both industries. 
(iv) There is perfect competition in all markets alongwith 
full employment of resources. 
1. LANCASTER K. :"The Heckscher-Ohlin trade model: A geometric 
treatment. Economical Vol. XXJV 1957. P-19-39. 
It 
(v) There are no transport expences or similar costs and 
no tariffs or other trade barriers. 
(vi) The relative endowments of the two factors vary from 
country to country. 
Now let us take the two countriesi fit II with 
open economies. The two countries may be shown by the 
rectangles ABCD and A'B'C'D' with fixed total resources of 
two factors(labour and capital). In the diagram the total 
labour is shown on AD and BC(or A D ' and B ' C ) while the 
quantity of capital is depicted on AB and DC(or A'B' and 
D ' C ) . The country I has abundance of capital (AB>AD) 
while country II has labour in larger volume(A'D'>A'B'). 
So any point inside the box represents some allocation of 
the two factors between the two industries. 
The actual output of commodities X and Y may be 
read off from isoquant (Contract line). Since all the 
production functions are homogenous, all the isoquants 
will be similar and can be obtained from one another by 
uniform radial expansion or contraction relative to the 
origin. On which side of the diagonal the two isoquants 
will intersect each other depends on the relative 
production intensities of the two production functions. 
12 
Fig.l 
F ig .2 
CAPITAL 
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If X is always more capital intensive industry, at the 
same relative prices for the factors in both the 
industries "^^  (long the contract line) the ratio of capital 
to labour will be higher in X than in Y (For the case 
under consideration X is more capital intensive industry 
at the I country and the more labour intensive at II 
country. 
On the basis of foregoing discussion the following 
points may essentially be mentioned. 
(i) If M is on the contract line for country I then M'is 
on the contract line for country II 
(ii) The marginal production of both factors, in both 
industriefs are the same at M as at M' 
(iii) The commodity price ratio at M and M' will be same. 
(iv) The proportions in which the two goods are produced 
at M' will differ from the proportions in which they 
are produced at M, the proportions being such that 
each country produces more relatively of the goods 
which is most intensive in its abundant factor, 
supply of both the factors will be used up fully in 
both the countries and trade will take place. Since 
both countries have the same taste but produce the 
u 
goDd5 in different proportions at any given price 
level, each country will export the goods in which is 
intensive in its abundant factor. 
But such analysis only deals with the supply 
aspect of international trade and is not capable to 
ellucidate the pattern and direction of trade. This 
aspect was dealt with by Mill, who showed that the barter 
terms of tracje between any two countries were settled by 
the equation of international demand. The statement was 
later refined by Edgeworth and Marshall, who provided the 
graphic depiction of the theory with the offer curves. 
Now let us derive the offer curves of country 
I. In the absence of trade, the ratio of exchange of X 
commodity for Y commodity (at point a) will be very high 
as country I will be eager to supply more of Y to import 
relatively lesser amount of X commodity. Similarly there 
may be other possible points b,c,and d etc. showing the 
quantities demanded by country I. At point d, country I 
will become indifferent whether it trades or not. The 
offer curve is not however an ordinary demand or supply 
curve. As a demand curve, it expresses the demand for Y 
commodity (imports) in terms of the supply X commodity 
(exports). 
X COMMODITY 
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A similar but downward offer curve may be 
desired for country II as it might have lower ratio of 
exchange of commodities X and Y. IN such case at point P 
the offer curve of both the countries will intersect each 
other and at which the same price of both X and Y in both 
the countries can be obtained(fig.3) and is called the 
position of stable equilibrium. 
Further, the country I's offer curve has 
shxfted from Ic to Icl. Since X is now in greater demand 
in the country I (assuming no change in the demands of 
countryll) it will take more Y imports to part with any 
given quantity of X while if the offer curve has shifted 
to Ic2 the terms of trade of trade of country I will be 
adversely effected and will come down to P2. 
Another question of topical interest is whether 
both the countries will gain from international trade or 
the gain will accrue to one country only. In the 
classical version country I obtains all the benefits of 
trade that take place at country II's domestic cost ratio 
or the vice-versa. 
In figure (4) offer curves can be drawn of 
country I and II as drawn in figure (3). The slope of OA 
and OBII represents the pre-trade price ratio in each 
17 
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country and sets the limit with in which the post-trade 
price ratio can settle. The slope of OP represents the 
equilibrium ratio and a line nearer to OP will assure 
gains for both the countries being the post-trade price 
ratio lower than he pre-trade ratio. 
Mead's diagram (fig.5) explains further for 
the possible gain from international trade to the 
countries 'engaged in it. At P (point of equilibrium) 
country I will produce PR of X and RA of Y and consume CR 
of X and BA of :Y,, importing BR of Y in exchange of PC of 
X. Country II will produce at E, EF of X and PF of Y and 
consume GE of X and FS of Y, importing BF(PC) of X and 
exporting PS(RB) of Y. 
Hence, if the country had a fixed pattern of 
production, it could gain from trade as a result of an 
exchange at the new price ratio. While if production 
pattern is not fixed, the gain results from specialization 
in production. 
BALANCE OF PAYMENTS 
Balance of payments of a country is a summation 
2 
of all transactions between it and the rest of the world . 
1. JAGDISH BHAGUATI :"International Trade (ed.3) Penguin Books 
Ltd, England, 1972. P-1B9. 
2. Ibid. P-7B. 
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During a given period of time, a record of economic 
transactions of the residents of the country with the rest 
of the world iS comprehensively compiled. Such balance of 
payments happen to be itemised statements of the 
international accounts of a country, covering a given 
period of time. The balance may be either a credit or 
debit balance. The balance of payment generally shows the 
merchandise sales or purchases,services rendered or 
received, tourists expenditures or remittances from 
abroad, interests and dividends received or paid,exports 
or imports of gold and long term lendings and borrowings 
etc . 
TRADE EQUILIBRIUM 
This term equilibrium means a balancing of 
opposite forces. Any departure from there tends to set 
these forces in operation to restore economic balance 
again. It represents a state of balance of payments in a 
relevant period which makes it possible to sustain an open 
economy without severe economic distortions. Suppose, 
there is physical tallying of both the sides, it cannot be 
termed as having attained a state of equilibrium. 
However it may not be inapt to mention that 
equilibrium does not mean only the balancing of the two 
1^ 
sides but should also reduce unemployment and should 
sustain the cyclical and seasonal fluctuations etc. 
On the basis of time,an important factor the 
distinction between static and dynamic equilibrium can be 
made.The equilibrium can have short-term oscillations or 
long term-oscillations.Static equilibrium is reached when 
exports equal imports within a short-term. Dynamic 
equilibrium is characterised by the physical movement of 
short-term capital and gold. If the above factors are not 
strictly adhered to, then disequilibrium sets in. The 
disequilibrium may set in due to one or more of the 
following reasons. 
(1) The first one is due to undue arbitrage in the 
commodity operations. If prices tend to equalize, the 
disequilibrium will vanish automatically. 
(2) Individual disequilibrium is a phase of difference 
between domestic market price and the international price 
for the identical product. If there is parity between the 
two rates, it means equilibrium, if any disparity 
prevails, then it is known as Individual disequilibrium. 
This reflects itself in the Balance of Payments. 
(3) Investments disequilibrium is a corollary to 
individual disequilibrium . When the international 
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interest rates show divergence, the investors become 
hesitant and consequently they do not invest abroad. 
(4) Monetary disequilibrium means that the volume of 
effective money in a country does not bear in relation to 
the level of business activities, viz. there is visible 
tendency towards general expansion and/or contractions of 
output and income as well as employment. 
(5) Cyclical disequilibrium means that the income pattern 
of different countries with different elasticities vary in 
a recurring manner. 
(6) Secular disequilibrium means long term disequilibrium, 
came due to deep rooted changes in the economy of the 
country. Foreign borrowing or lending may become rather 
incongruous when compared to domestic savings over 
investments. 
(7) Structural disequilibrium may arise at the level of 
goods when there is a fluctuation in demand or supply. 
METHODS OF ARRESTING DISEQUILIBRIUM 
(i) CORRECTION OF ADVERSE BALANCE OF PAYMENTS 
Through the mechanism of price reduction, 
export Are encouraged and imports s^re discouraged and 
curtailed. This results in shrinkage of wages, interest 
and other incomes and the credit will contract. In the 
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blooming days of the Gold Standard there was an automatic 
but temporary efflux of gold as in this case gold could 
have been imported.Once gold comes in , the whole process 
would be reversed, 
(ii) IMPOSITION OF TARIFFS AND QUOTA SYSTEM 
A country to maintain equilibrium may resort to 
imposing trade restrictions by way of tariffs and quotas. 
This may however cause reactions and other countries may 
retaliate. Thus imports can be curtailed but such a policy 
msty lead to fall or decline in exports in the long run due 
to retaliatory measures by others. 
(iv) DEVALUATION 
A country's currency is depreciated only in 
terms of foreign currencies. Internal value of the 
currency remains unaltered. This is a very aggressive 
step as the devaluing country has to lose a vital portion 
of its large foreign investments and in the long-run 
results in the erosion of confidence which is hitherto in 
the arena of international trade. 
(V) BY EXCHANGE CONTROL 
All the corrective methods stated earlier may 
have devastating effects on the economy. Under the first 
method a strong Trade Union in the country may oppose any 
move to reduce the living wage conditions. It may try to 
?A 
topple the ruling government itself. Under the Becond 
method, the country has to get a similar retaliatory 
method of imposition of tariff.Devaluation may thoroughly 
shake the confidence of other countries which repose faith 
on this country. So, by statue, the Bovernment may compel 
exporters to surrender their foreign currency to the 
central Bank and this is pooled and carefully rationed and 
equitably distributed amongst the importers of the 
country trading to be pooled and carefully rationed and 
equitably distributed amongst the importers. 
TRHDE CONSTRAINTS 
Trade constraints may deemed to be an important 
issue for discussion. in every type of trade, constraints 
do appear in some form or the other As William 
Shakespeare stated that the course of true love never runs 
smooth, so also the course of foreign trade never runs 
smooth. Constraints or impediments may crop up from time 
to time. Some of these may be of a temporary nature and 
can be overcome quickly,others may be of a permanent 
nature requiring structural changes. These constraints are 
studied and discussed in this chapter with the idea of 
suggesting measures to ensure a smooth flow of trade. 
Under a broad analysis constraints may be either 
internal or external- Internal constraints are having 
their origin within the national frontiers while external 
constraints are the outcome of trade emanating from other 
countries. 
Internal constraints may be the outcome of physical 
political,sociological and economic factors. Physical 
forces may be the physiographic conditions of a country 
like the non-availability of raw materials, ubiquities 
lack of natural potentialities, climatic hazards, poor 
grade of raw materials and so on. There difficulties 
can be overcome by careful and systematic 
utilisation of resources. A highly developed country can 
overcome such hazards easily for instance the 18th 
century, U.K. could import raw cotton and thereby 
localised cotton textile industry. 
Bilateral Trade Agreements 
When agreements are entered into between two 
countries to that extent both the countries surrender 
their rights and propogative to each other. They have to 
honour their commitments. Financial commitments are very 
vulnerable. If the payments due under agreement of trade 
are not made within the stipulated time, it will 
adversely affect the credibility and naturally the other 
country may insist on the payment being made as per terms 
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and conditions. The debtor country may even seek the aid 
of international organisation like the IMF or the World 
Bank (only when it is a member of their bodies) to tide 
over the crisis. Some can be met under the Lend Lease 
Agreement. 
Political and Social Factors 
Political factors are those which are the outcome of 
the stability or otherwise of the government. A country 
without political stability may lose confidence in the 
eyes of the rest of the world and its trade potentials may 
be adversely affected. The role of burocracy is equally 
important. In a highly burocratic system exports and 
imports may be handicappe, while an economy with less 
controls will be better suited to promote trade. Thus not 
only the will of the political authorities important but 
the practices followed by it are equally significant in 
boosting or dampening the trade. 
Social factors are the outcome of the nature of 
inhibitions of the society. If a community is not well 
advanced in the field of education, sciences and 
technology, it cannot foster ahead of the developed 
countries and may remain at their mercy. In fact all the 
developing countries of the world are looking to advanced 
countries like the U.K,the U.S.A,etc. for their 
development. Social mobility is an important factor which 
is vital tor country's development. All the technical 
personnel are generally concentrated in the industrial 
towns and not in the rural arias creating imbalances 
amongst the regions of the country and hinders the flow of 
foreign trade. 
Tax Burden 
Tax burden is another problem of the country. Thit 
constraint cannot be easily solved. Sometimes, the 
Government imposes capital levy as a direct tax. A tax on 
import and export or a regressive tax policy may injure 
the trade. The policy regarding tariffs and controls are 
either augumenting state finances or for protective 
purposes. The former may tend to have long term adverse 
impact on trade while the later being essential for a 
short period have short term impact. 
Business Morality 
Further, business morality is the high water mark of 
a country's level of business dealings. Unscrupulous 
business may bring discredit to the country's fair name. 
BY their clandestine and questionable tactics, the good 
name of the country is sullied, often causing permanent 
damage to international trading. The level of business 
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morality depends on a number of factors, but it is 
essentially linked viith moral of the business class. There 
are innumerable cases of unhealthy practices on the part 
of the exporters not only in India but also in other 
countries. Indian trade has suffered a lot in recent years 
due to low business morality. 
So it will be appropriate to educate the exporters 
that on the long run only fair deals will earn the 
goodwill for the exporter as well as for the country. It 
is suggested that deterrent punishment in terms of heavy 
financial penalty shall be awarded to all those who get 
involved in unscrupulous activities. 
As a persistent feature of Indian Economy, we come 
across, under internal constraints, instances of strikes 
lockouts and non— availability of industrial raw material 
and persistent failure of power supply. Public as well as 
private sector industries are victims to them. This has 
retarded our economic growth and ultimately resulted in 
the loss of man-hour production. 
While talking of foreign trade it will be 
appropriate to discuss its cause and effect relationship 
with exchange rates. Changes in the supply of ,and demand 
for foreign currency in the exchange market causes 
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fluctuations in the exchange rates, when two or more 
countries are trading with each other it is likely that 
the currency of the country which enjoy an excess of 
exports to the world over its its imports from the world 
will be in higher demand. This will result an increase in 
the exchange rates for that particular currency. 
It may further be pointed out that with the 
increase of exchange rates, prices of the goods of that 
country will increase resulting in lower demand for its 
product. On the other hand importable items will cheaper 
consequently exports will be checked while imports will 
tend to increase. With this reverse trends in the items 
involved in foreign trade, exchange rates will decrease. 
Some times orders are taken in a haste . For 
instance Under agreement India agreed to supply to Iraq 
the electronic and thermostatic equipments, but industrial 
raw material for manufacturing them was not locally 
available and we had to depend upon the Western European 
market to purchase it at a higher cost while needed huge 
foreign exchange. Thus we were unable to get it at a lower 
price, but we could not pass on the higher price to the 
buyer, and we were at a double disadvantage. We bought at 
high prices and sold at low prices. Again in our beaming 
over-enthusiasm, we tried to capture the Ethiopian market 
and offered to sell cycles at a particular time and at a 
particular price. The bulk order placed by the Ethiopian 
trade agency was fully and squarely met in a record time. 
But with the same speed the order was rejected as our 
bicycles did not meet with the specifications of the 
consumers of Ethiopia, and an enormous loss we had 
sustained. Our wagon deal with U.S.S.R was an academic 
example. The wagon price was fixed by them at Rs. 80,000 
whereas our cost of production was Rs. 1,00,000/-. 
1: XTERNAL CONSTRAINTS 
With the depreciated value of foreign exchange the 
burden fell on the country in terms of higher debt 
servicing ratio and repayment of loans »tc. During the 
days of gold standard this problem never arieed as the 
value of gold of different countries was similar 
everywhere. To offset this problem, the country should 
try to have agreements of repayment in rupee terms(the 
currency depreciating at a faster rate). However, now a 
days International Monetary Fund and International Bank of 
Reconstruction and Development have been instrumental in 
helping many of the developing countries to tied up their 
problem of foreign exchange. 
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Political changes is another problems of foreign 
exchange external constraints. War, coup d' etat, 
subjugation and insubordination to international authority 
are the various instances. External Constraints may arise 
due to the outcome of a war, which may end in total 
appihilation of the country and the government which might 
have already entered into commitments, might not be 
existing and the new military government may not agree to 
such subsisting agreements. After a coup d'etat a 
revolutionary Government might be born. There is no 
obligation that the new government should honour the 
commitments of the past government. A government may be 
under subjugation and through military powers and 
strength of the neighbouring country. Such a subjugated 
government may not be able to honour its commitments. 
Though there is a the comity under the United Nations, a 
particular member country due to reasons of its own may 
refuse to fulfill the obligations. Foreign governments 
are unable to meet, their obligations due to obvious forms 
imposed by the other country . It may be due to impact 
of foreign taxation. The classical example is given by 
late Lord Keynes in a very analytical way when he pointed 
out the sudden measures of boycott, embargo and 
1,MURR/)Y C. KEMP: "The pure theory of international 
trade ".Prentice Hail af India (Pv-t, )Ltd, , 1966, P. 200. 
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non-intercourse may be adopted by the other country . 
r:ONTF<IBUriON OF TRADE TO A DEVELOPING ECONOMY 
As mentioned earlier, mainly R.Prebisch 1 H.W. 
Singer and G.Myrdal are among the first to analyse the 
significance of international trade in a developing 
economy. R.Prebisch studied the terms of trade between 
British Empire and its colonies during late 19th and early 
20th century. He concluded that international trade 
tended to inhibit the economic growth of colonies, for the 
following rt?a5Dn5. This analysis is applicable to 
developing countries as majority of them were colonies. 
Firstly the primarily commodity exports in 
developing countries have been produced by the export 
sector usually owned or managed on behalf of the foreign 
interests, from which a major part of the investment in 
the sector has been originated. Though it is a fast 
growing sector with high productivity and return but such 
gains are not distributed in the domestic economy and are 
distributed among foreigners. 
Secondly, demand for primary goods and earnings 
therefrom remains unstable due to changes in demand 
1. Ibid,,rP.26 
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pattern in industrialised nations and gigantic price 
fluctuations. So terms of trade moves against the 
developing countries and gains are derived by the 
developed countries. 
Thirdly, there has long been skepticism towards the 
effects brought to a developing economy by deployment of 
foreign resources,and even if the capital and technology 
is introduced in the domestic sector the economy is not 
supposed to grow with leaps and bounds owing to the 
inherent features of the developing economy, e.g., low per 
capita income and consumption ,low saving etc. If these 
forces work and even than production increases, still it 
will not make the domestic market as attractive as the 
foreign market, because the propensity to consume of a 
developing economy is so high that with increase in 
purchasing power the consumption rises at a faster rate 
than savings and investment resulting in an negative 
effect on productive efforts of the developing country. 
Hence multiplier effect of national income enhancement 
least works in such situations. 
However, the above said notion was discarded by the 
optimist writers and thinkers as the study was based on 
exploitative type of international trade. The foremost 
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important impact of foreign trade was specialisation 
leading to higher employment and standard of living in a 
country. With the economy of scale and specialisation of 
production in some the fields leads maximum exploitation 
of the resources at hand resulting in high quality goods 
at reasonable prices and hence prosperity prevails. 
To mairttain the compatibility , innovations and 
inventions are also tried, and gradually technological 
advancement gets its way. In fact, technologically 
advanced modern industrial society is an outcome of 
international trade. In the presence of international 
trade every body involved tries to update his products 
resulting in the transfer of technology among the 
industrialists. 
It will be perfectly all right if we say that 
present industrial society could have not been developed 
in the absence of international trade. During the last 
half a century the over all growth of world economy is 
around 17. to i.5X, per annum but in this period the 
foreign trade has expanded at a much faster rate and 
according to certain estimates it is between 5% to h'/. per 
anr jnum(^. 
AN OVERVIEW OF INDIAN ECONOMY 
The ancient literature of the nation is abound 
with particulars of India's foreign trade with countries 
such as, China, Japan, Egypt, East Indies etc. The Indian 
economist as well as foreign historians have given a good 
account of India's trade with other countries during the 
ancient times. 
The role of international trade in the process of 
economic development had been recognised all through the 
aof?5. In India, too, it occupied a pride of place in the 
fCQnomy', India, the so called tSolden bird, at the peak of 
its glory had the due share in the international business. 
The historical references reveals right from the vedic era 
(1200 B.C.) ' the importance of foreign trade in the 
economy. The holy book Bible also contains references 
about the Indo-BabyIonian trade. Dr.Lassen, the well 
known German orientalist states, "the Egyptians dyed cloth 
with indigo and wrapped their mummies in India's Muslinl. 
Otrier writers e.g. Patoleny (140 A.D.), Fa-Hien(410 A.D.) 
and Hien-Tasang etc- have also given details of India's 
foreign trade. 
1. SH^H K.T.: Trsde Tsriffs snd Transport in Indis, i^khxl 
Pu.b.l95S. P-2. 
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India was one of the moGt affluent Bocieties of 
the world during ancient era . The prosperity encouraged a 
number of nations to find alternate routes to make their 
access to India. The Europeans got the permission from 
the then kings and Nawabs of India established trade 
links. Gradually they entered into power politics of the 
country and unfortunately, India becam€5 the Colony of the 
British Empire. The Britishers exploited India , as jf 
the water of Holy Ganga' was sucked and was sponged into 
river Thames'"-, In fact only that part of our economy was 
developed which was beneficial from the E-iritish point of 
'.'iew. Desptite the process of exploitation infrastructure 
was developed to a limited extent but it was concentrated 
in coastal areas only and the economic disparity was a 
common feature everywhere in the Indian economy. 
At the time of independence such Ic^ -cuna w€:-re 
noticed. The need for guided and organised economic 
activities was felt . The planning process was initiated 
m 1951 to put the country 'on thci- way to planned and 
balanced economic development. Over the four decades of 
1, Ibid.. P-7. 
':- SHXENI^ A.N.:Jndzan econamy—its nature- and problems^ i^t^anti 
'^reB3 Fr 1 Va te Limited Ca Icutta 1967, p-
or-1 
economic planning, India has registered substantial 
development. It has been able to build sound 
infrastructure, imbibed with appropriate modern technology 
and diversified industrial growth. 
On the basis of aggregate gross national 
product (SNP>, India ranks among the 15 largest economies 
in the world. However, with its vast population, the 
country remains among the twenty poorest countries in 
terms of average income . In 1985 according to an 
estimate made by the world Bank, India's GNP per head was 
US$270 (at average 1983-85 prices) having increased by 1 . >' 
percent annually, in real terms since? 1985. While in 
1988, according to another estimate by the World Bank, 
India's GNP measured(at average 1986-88 prices) to US$330 
per head. During 1980-88 it was estimated that G.N.P m 
real terms increased at an average estimated rate of 5„5 
percent, while G.N.P per he^ id could only grow by 3.3 
percent per year. 
It is said that agriculture is the back bone of 
the Indian economy. It is the single largest contributor 
to the gross domestic product. The index of agriculture 
.1, ivarld Development Report, 1969, Wew York., 
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production rose from 72.8 in .1949-50 to 131.6 in 1983-84, 
while that of food grains, the index rose from 65.9 to 
130.3 during the similar period . It became possible due 
to larger areas coming under irrigation , greater use of 
fertilisers, pesticides, improved agricultural methods and 
the adoption of modern technology in farming. 
Agricurture(including forestry and fishing) 
contributed 32.2 percent of Net Domestic Product(NDP) in 
1987-88. taut it employed6S percent of the labour force 
are employed. The principal cash crops are cotton, sugar 
cant?, jute, oil seeds,tea, coffee and cashew nuts 
etc.During 1980-87 agriculture production increased by an 
annual average of 6.8 percent, despite the occurance of 
droughts and floods. 
Since Second Five Year Plan, Indian planners 
emphasised on the need of industrialisation in the cauntcy 
and a break through was made on this^ront by the end of 
this plan. Table shows structural changes also. Since 
1961 the basic industries and capital goods industry grew 
relatively at a faster rate, (Table? 2.1) while the growth 
.1 , Economic Survey 1977, Ministry of f.in<snc(-^,, Net^ Delhi, P-27 
of other industries was codiparati vel y much lesB. In the 
sixties, the growth of basic and capital goods industries 
was phenomenal, with production inde;-; having more than 
doLibled. In the seventies these industries also grew at a 
fast rate although the rate was somewhat slower than 
before. These industries now produce diverse products 
such as steel, heavy and light engineering goods, 
f €-:'rti lizers and heavy chemicals, drugs, minerals, 
petroleum products, air-crafts, ships and locomotives etc. 
Dt.irmg this period the small scale industries also 
(.:. on t;ri buted significantly to e;;pand e^mployment and to 
increase the production of consumer goods. 
TABLE 2.1 
Index of Industrial Production : Pattern of Industrial Growth 
S. Groups Base 1960=100 Base 1970=100 Base 1980=100 
No. 
1961 1965 1971 1975 1981 1985 1937 
"r7~Basj.c I n d . 112."7 1 6 4 . 3 2 2 T 7 7 Ts iTw 1 1 0 . 9 1 4 9 . 2 TTT^'Z 
2 . C a p i t a l 1 1 8 , 0 2 4 4 . 0 2 2 4 . 3 1 3 0 . 1 1 0 6 . 7 1 4 0 . 7 1 9 2 . 9 
g o o d s I n d . 
3 . I n t e r f n e d i a t e 1 0 5 . 8 1 4 0 . 2 1 5 8 . 8 1 1 3 . 7 1 0 3 . 7 1 3 5 . 5 1 4 8 . 1 
g o o d s I n d . 
4 . Consumer 1 0 6 . 6 1 2 7 . 5 154.. 7 1 0 7 . 4 1 1 3 . 8 1 3 7 . 3 1 5 8 . 0 
g o o d s I n d . 
5 . G e n e r a l 1 0 9 . 2 1 5 3 . 8 1 8 0 . 0 1 1 9 . 7 1 1 2 . 3 1 4 7 , 7 1 1 6 . 4 
i n d e x 
cicurcf^ : Reserve b^nk of India ; Report on currency and finance 
Vol.11, 1972-74 pp. 21 * .22"., 1980-Sl Vol. 11 p-22 
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IndUBtry including mxning, manufacturing, power 
and construction contributed 28.3/: of NOP in 1987-BB. 
During 1980-S7 industrial production increased by an 
annual average of 7.2 percent. India ranks among the 10 
leading industrial nations in the world. Mining 
contributed 2.4 percent of NDP in 19B7--a8 and employed 0.5 
percent of the labour force 1987-8E}. Indies has the fourth 
largeest coal reserves in the world while other important 
minerals arB maqanese, mica limestone zink and lead etc.. 
Manufacturing industry contributed .18,37. of NDP in 1987-88 
and it employed 10.3' 7. of the labour force in 1987-88. 
The above facts put together depicts a rosy 
picture of the country's state of economy. Eiut tftis is 
not so, as the gains from the growth and development of 
various sectcjrs are distributed horizontally and not 
vertically./ Like many of the develciping countries, 
India's population is growing rapidly. According to 1981 
census, the total population was 684 millions against 548 
millions in 1971 i.e., an increase of about 24.81 percent. 
This fast growth was caused not by a high birth rate but 
aue to constant fall in the death rate, and hence even 
after rapid development or/ a number of fronts India 
remained a less developed country. 
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TABLE 2.2 
POPUL AT I ON VARIANCES DURING THE CURRENT CENTURY 
Years Populatioii Deccenial 7. incrcsase? Annual Birth Annual Deat 
(lakhs) increase or rate per 1000 rate per 10 
or decrease decrease population population 
(lakhs) 
49.2 
48.1 
46.4 
45.2 
39 .9 
41.7 
41 .1 
36.0 
32.0 10.8 
1901 
1911 
1921 
1931 
1941 
1951 
1961 
1971 
l<vsi 
1^87* 
2383 
2520 
2512 
2788 
3185 
3809 
4390 
5479 
6838 
7700 
+ 137 
-8 
+276 
+397 
+424 
+781 
+ 1089 
+ 1359 
+862 
+ 5.73 
- 0 . 30 
+11.00 
+14.23 
+13.31 
+21.64 
+24.80 
+24,75 
+11.19 
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47 , 
36 
31, 
/"I ,-^ 
18, 
14. 
- 6 
. X-
,.^  
. ' - * : . • ' 
.4 
.8 
. 9 
,3 
Sources; i. census at India^ P-Z5, India Censi-o Centanary 1972^ 
P-18f Govt, at India 
2. pocket Year FJook of Population statistics P--96, 197 4 
3. Different issues of Europa year Book. 
Nate/ $ -• Mid ye»r estimatefs from the Europa Year Book, 199iO,P 
After the World War Second Indictn became 
independent and had to work on war footing to tackle the 
issues of law and order, refugees, economic distortions, 
poverty, education and health etc. It was soon realised 
by Indians that the market forces will not be able to cope 
up with all th&':=>e; problems and hence planning was 
cofiEidered a must.The shortfall in foodqrain production 
made heavy imports indespensible. Thus the government had 
to nrrport food gr".j.;in:= from ctbroad and make rationing of 
i?. 
such items. In the first phi-ise of the? planning, emphasis 
was given to agriculture to increase agricultural 
production to avoid or at least keep of the minimum and 
import of food grains.During the first plan the exports 
could not grow only at an annual average rate of 0.57 
percent while the imports grew at the rate of 6.07 percent 
dut-ing the ipimilar period. The trade deficit was 
contained within limits except the second year of the 
p i o:\Vl . 
The then Prime Minister Pandit Jawahar Lai 
Nehru was an ardent supporter of modernisation and rapid 
industrialisation oi the country- So the second Five Year 
Plan was an industrial plan.^ A large scale measures of 
industrialisation waj. initiated. This included the 
installation of steel plants in the public sector while 
Railways were rennovated as well as expanded to link 
ditterent important trade centers of the country. Many 
e-, i.stinq industries were modernised unde^r the 
"Modernisation and upgradation programme". It is only 
during this plan, when the emphasis was given to enhance 
the infrastructural facilities in the country. 
Apart from import of foodgrain, these factors 
all together forced the heavy imports of capital goods, 
machinery components, iron and steel, non-ferrous metals. 
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transport. equipmerits and medicines etc. Consequently 
imports increased st an annual average rate of 10.93 
percent while exports recorded negative growth at the 
average annual rate of 0.18 percent resulting in huge 
deficits during the whole plan pericjd. 
The Second Plan's foreign exchange crisis, 
accompanied by growing strains on the balance of payments 
was the direct result of the "co-existance of the exports 
structure of an as yet quasi-subsistence economy and 
changing structure of imports of a developing economy". 
During the period of the first three plans, 
trade deficits became a persistent fe?ature of the Indian 
economy. In order to increase e?xports and to check the 
increasing trend of imports in the? year June 1966, the 
Indian Rupee was devalued by 36.5 percent against the 
major currencies of the world; it reduced the value of 
rupee which was artificially high due to fixed exchange 
rate system. But this approach could not work. To meet 
the defence requirements imports shot up while even at 
cheaper rate no substantial increase could be made? in 
-•;;i;iijrt5 due to distorted eronoinic activities. Another 
l.GhoBh Alok. : Indian Economy- its nature and Problems ^ The i<Jcrld 
press Pr.Ltd. Calcutta, 1977-78,p.688, 
u 
important. factor effecting India's foreign trade after 
1967, was the closure of the? Suez Canal following the 
Arab-Israel hostilities. The major artery of world trade 
was struck by thrombosis for the second time in a decade. 
Iridia's 70 percent of the imports came through the Suez 
Caiial the closure of which resulted into an increase of 
about * 1 million per month . 
The Forth Five Year Plan had the fruits of 
devaluation as the growth of imports was rathier as low as 
,045 during the first four years while average? annual rirte 
of e;:ports was about 1© percent resulting in even 
favourable trade balance for the second time in 1972-73.^ 
In the terminating year of the fourth plan i.e., in 1973-
74, the world witnessed an oil crisis and the prices of 
almost all the commodities, the world ovBr were inflated 
at high rate resulting in higher value of imports as well 
aH/ exports df the country. Imports grew at a rate of 
^i8.26 percent during this year while exports at the rate 
of 28,04 percent. This imbalance growth was mainly due to 
the cil crisis. The prices of finished and capital goods 
also rose at a faster rate which were the major components 
.Z . t-lohi , l-U^.A. : Jnda-Imq Economic RBlations .196Q')--.1980, 
Ph.D. Thesis, l9Ei7 ^ Rani Durga(vati University, Jabalpttr. 
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of Indian imports. Main expoi-t items were of traditional 
Hc-'tLtre and the prjcBs of such ittjms .increased at a slower 
r ri: te resu.lt.irig iii slow growth of exports which meant to 
wider trade gap. 
In 11-1e F-".1 f th Fi\'e Year Plan ttiere were err-a 11.c 
trends in India's foreign trade. During the first two 
»ears the growth of imports was much higher than that of 
tx.ports resulting in higher trade deficits. The reasons 
for higher imports were firstly, the world wide inflation 
coupled with increase in import of petroleum, food grains 
•^ nd f erti 1 i.'!"rs. The price spiral of world agricultural 
i'.coduce was evident m 1974-'75 which caused sharp increase 
in trie value of exports though from the? very next year" 
I.e., since 1975--76 the slackening of the commodity boom 
and the reces'sion in advanced countries slowed down the 
gr^owth rate of Indian exports. In the Year- 1976—77 the 
imports marginally shrinked due to lesser imports 
fijodgrains and f er-ti 1 isers. Export on the other hand 
maintained the growth of 27.21 percent over the previous 
year. With the introduction of export promotion scheme, 
export swelled rapidly and consequently independent India 
for the second time in history could achieve a favourable 
trade balance . 
i. Economic: Survey, 1980, Ministry of Finance, A/ew Delhi, p 
3.R 
•* \^ 
In the si>;th Five Year Plan the severe drought 
oi 1979 and the acute oil crisis made the situation grim. 
The world witnessed recessionary period and protective 
barriers were intensified. During 1980 the trader deficit 
was more than doubled as against the previous year,. 
However, since 1981 onward the exports as well as imports 
grew almost at an equal rate and the value of trade 
d£^ticit was some what stabilise^d during the sixth plari. 
The average annual growth rate in exports during the plan 
was 12.5 piercent while that of imports was of 13.3 percent 
in rupee terms. The exports import ratio came down to 
60.5 percent over the plan. 
The imports increased at modest rate only as 
success was achieved in bringing about effective though 
limited substitution in the petroleum sector., Recovery 
was also made in the area of foodgrains. During the early 
1980's the hike .in prices of agricultur'e products was also 
an important factor for faster growth of exports. 
The pressure of large trade imbalances was 
experienced since the inception of the Seve?nth Plan. The 
merchandise trade deficit kept on widening during the said 
p£-riod though modestly than during the sixth plan. In 
this plan, under highly supportive policy environment. 
4V 
i.^ iport per forirtance sfiawed an iiiiprovevmen t,, In fupee terms 
c.iioual export. growth averaged 19,8 percent. However, 
Jmport's growth was subdued and in rupee terms it grew at 
an annual aversige rate of 13.9 percent and conse^quently 
t;.;port import ratio improved marginally and averaged 67.6 
percent. 
The substantial growth of exports coupled with 
uioderate growth of imports was mainly the outcome of 
policy emphasis on boosting exports and import 
substitution. The important feature was that exports of 
manufacturing industry contributed more than 60 percent of 
the total increase in exports . 
DIRECTION OF INDIA'S FOREIGN TRADE 
In pre-independence ora trade was dominated by 
British traders and India was exporting and importing from 
a few countries only. However, there has been a gracJual 
cKiange in ttie direction of India's exports as well as 
Knports . 
United Kingdom was the largest market for 
Indian products till 1965-66. Her sh£-<re was as high as 32 
Report on Currency ^nd Finance, 1989-90, ,S\&-/,,. Bombay, l-'oi , ,/ 
o _ ••:;• 
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percent in 1964-65 and this share? declined with the 
ificreasing output of Indian goods to ottier coi.jn tries 
e.Q., the U.S. A, the U.S.£).F-<, Japan and West Gernmany etc „ 
However the given pie~chart shows that Indian goods 
appealed to the customers of developed countries 
relatively more and hence gained bigger share of these 
marketB .Ji 
India exported most of the traditional items 
like raw materials, iron-ore, marine products, pearls and 
precious and semi-precious stones, leather and leather 
/Manufactures etc. and so most of Indian exports V'vei'"e mac:le 
to industrialised countries with high per capita income-
A':; India is making a compositional sihift, countries with 
low per capita income s.rG also emerging as the important 
outlets for Indian goods.Such as Egypt, Iran , Iraq, 
Afghanistan, Indonesia and Sudan etc. 
a'ct-j, C.N. tLconorutc Canseqctencess of Divided India,Vohra &C 
L t d . , Bo tnba y , 19 5Q, p -446. 
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YEARS 
1978 
1979 
1980 
1981 
1982 
T A B L E : 2 , 3 
H I R S C H M A N ' S INDEX SHOi^ING (3EQGRAPHIC CONCENTRATION 
OF I N D I A ' S TOTAL EXPORT AND IMPORT 
YEAR 
1983 
1984 
1985 
19S6 
1987 
EXPORTS 
59.83 
58 . 53 
55.13 
52.43 
58.49 
IMPORTS 
58.01 
59.61 
56.14 
53.09 
59.67 
EXPORT 
59.46 
61.32 
61.37 
61.73 
63.11 
IMPORT 
58.31 
54 . 08 
58.76 
64 . 34 
63 . 82 
Source; Compi led oind computed from the- different IBSUSB of 1980 
19E:i9 of 'Direction of TRacde Statistics. 
_^The geographical pattern of India's foreign 
U"ade has re>fiiained broadly unchanged over the years thongti 
lliere have been shifts at the? margins between country 
groups. By and large the developed economies have been 
gaining ground both as markets for India's export as well 
as sources of India's imports. Oil e>;porting countries 
and the socialist block of the East Europe have 
t?.;perienced some erosion in their shares in India's trade 
flows. The developing countries hi-tve held their share in 
India's trade ' f 1-CM»^ S . As shown in the tablB-2.3, it is 
evident that during the decade under consideration India's 
exports diversified during the first four years while 
later it kept on contracting. Most of the? Indian exports 
uerfs made tcj the i nd us t r i a 1 i se?d c oun t r i es , pos i t i ve 1 y i n 
SOURCES OF INDIA'S \mjRlS 
5t 
FIG. 2.3 
•CANADA 
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order to fetch the sophisticated but rich markets of such 
nations. 
Important imports were finished goods which 
were imported mainly from the U.K to feed the Indian 
niarkets till independence. But in the later phase, 
direction of India's imports underwent a sea change as a 
number of/countries started exporting their products to 
India and consequently the share of India's imports from 
LLK fell. It fill from 22.6 percent in 1950-51 to 7.9 
percent in 1979-8(3. However U.S. A was at the top with her 
percentage share of 10.3 percent, Iraq 10.2 percent, 
U.S.S.R 9.1 percent West Germany 7.1 percent Iran 6.9 
percent and Japan 6.9 percent.1 During the decade ending 
in 1987 the share of U.S.A and that of OPEC countries 
decreased substantially while Japan, West Germany and U.K 
and other E.E.C members went up. (Fig.2.3) 
Presently many of the trade negoti^i.tioris B.re 
going on in order to regulate the trade activities and to 
create better atmosphere of trade and investment. Some of 
the important negotiations which are of vital importance 
for India on the long run may be pointed out as below: 
^neralised System of Trader Preferences ( GSTP ) : 
UNCTAD special cominittee cjn GSTF' in its ten-year 
fro 
review meeting held at Seneva in 199(3, unanimously 
reaffirm£?d the GSTP' s importance as an insitrument for 
expanding multilateral trade in the ,1.990'B. The Committee 
insisted upon preferences giving countries to strengthen 
and improve :their schemes regarding imports from their 
counterparts and further asked the recipient countries to 
make the fullest use of such schemes. The preference 
giving countries were asked to liberalise thee tariff and 
quota and to increase imports especially from the 
developing countries and to impart stability and 
predictability to such schemes so as to improvt? the 
investment climate in the developing countries « India 
has exchanged tariff concessions with 14 countriejs, though 
modest in terms of trade and product coverage. 
/ Common Fund For Ccrmmodity 
About .1G14 countries. ratified an agreement 
establishing the Common Fund for Commodities to bring this 
agreement into force. They all together account for about 
67 percent (e?quivalent of about UG% 316.66 million) of the 
Directly Contributed Capital (DCC) of the Common Fund. In 
addition there are voluntary contributions pledged to the 
S t? c C3 n d A c c o u n t a m o u n t i n q t CJ a b o u t U S $ 2 3 0 (n i 1 1 i o n . 
The first account is intended tcj serve as a 
source of finance for International Commodity 
u 
0 r g a n i s a 1.1 o n s w hi i c h lArB e B t a b 11 B h e ci u n d e r i. n t e r n a t. i o n a 1 
Coinmodity a g r e e m e n t s that conliain p r o v i s i o n s relating to 
bu f fer-stocking . Howev€?r , these funds in any case can not 
be used for speculative purposes. To increase the capital 
of the fund, with increase in the number of associated 
international commodity organisations, it is provided 
that, it will not be the capital of the Common Fund that 
will be provided as loans but the funds raised through 
borrowings guaranteed by stock warrants and additional 
guarantee capital subscribed by the member of 
international commodity organisations asisociated with 
fund . 
Further, the second fund will help finance in 
Uie various areas like, research and development, quality 
and productivity improvement, market development and 
innovation of newer uses of different commodities. 
URUGUAY ROUND 
The Uruguay Round of multilateral trade 
negotiations was launched in Se?pt. 1986 and is expected to 
end in Feb. .1.992, It aims to liberalise trade further , 
strengthen the role of the GATT, increase the GATT' E3 
responsiveness to evolving the international economic 
i-nvironment and foster cooperative action to strengthen 
J D 
the inter relationship between trade and econofnic growth 
and development. 
In order to conduct the negotiations a Trade 
Negotiations committee was established with two subsidiary 
bodies, the Group of Negotiations on Goods and the Group 
of Negotiations on services. BY the end August 1990 the 
stage of negotiations in some of important areas from 
Indian point of view Are as follows: 
(i) After the Kennedy Round it was found that tariffs in 
industrialised nations were reduced substantially and the 
committee emphasised on the reduction of non-tariff 
barriers. These negotiations were meaningful for India 
because of the fact that the tariff levels of the 
industrialised countries in areas of interest of India 
such as textiles and leather products were comparatively 
hi i g h . 
In the tariff group, there was an agreement that 
countries would make their offers on the basis of a 
general formula of reduction by about one third. Some 
fle;!ibility was provided to the developing countries to 
• nake offers which were less extensive. India had also 
iT.ade an offer for reduction of tariffs by 30 percent of 
the basic customs duty in respejct of capit£U goods, rs.M 
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KiaterialB and intermediate goods, but leaving out 
agricultural and other products. 
(li) To dismental the multi-Fibre arrangements (MF'A) ending 
in August 1,1991 it was proposed that important developed 
countries which were importing textile products have been 
imposing discriminatory restrictions against exporting 
developing countries. The developing countries further 
expressed their views that the developed countries does 
not seems willing to make progress in negotiations in the 
•i^^Tiaa of textiles. 
(iii) The USA advocated for elimination and the EEC and 
Japan for the reduction of heavy subsidies on production 
arid exports of basic agricultural food stuffs. Almost all 
tfie participating countriefi agreed that the major 
contribution.on this front should come from industrialised 
countries. India wanted to ensure that in the process of 
improving disciplines agriculture obligations were not 
imposed on the developing countries in respect of domestic 
agricultural policies. It was mentioned by the government 
that assistance was provided to agriculture sector as an 
integral part o+ the developmental programmes of the 
CDLtntr'y. However, a consensus was developed that 
deeveloping countries should dispence with such 
%) I 
11beralisations. 
(iv) BATT rules permit the use of quant.itat.ive 
restrictions for .improving the? balance of payment 
problems. Developed countries wanted that the developing 
country should use principally price based measures. 
India app05>ed this move alongwith other developing 
countries and it did not want the legal basis of her 
import licensing regime to be changed in any way-
( •) India attempted to minimise the possibilities of trade 
harassment in future in the countervailing duty 
proceedings. 
(vi) Another issue was that whether investment measures 
such as export obligations local manuf £tc turmg 
requirements should be prohibited. India advocated 
against the prohibition of such measures. 
• Super 30.1 
Almost everybody realised that the world has become 
ui-,ipollar and the USA fluxed its musceles to strengthen 
itself further. In the process the USA under its Super 
30.1 provision put.. India, Brazil and Japan on its priority 
list and the U'3 trade representative was to launch* 
investigations. about the trade practices of these 
countries on June 15, 1939 ap,t:J:^ i^i^ ji.^ (^ i^ 'g:5?^ iif icant traxde 
barriers and trade distortions through mutual negotiations 
and bilateral agreements. 
SPECIALISED AGENCIES 
Wow a days international trade is a highly 
comple;-; activity with a number of permutations and 
combinations of transactions and a number of limitations 
were indentified in private exports and imports. To 
offset such limitations Indisi had taken clue from 
socialist countries and started establishing some of 
specialised foreign trade agcencies. Some of them are 
meiitioned as below: 
State Trading Corporation of India (STC) 
In May 1956, for the first time state made an entry 
in the area of foreign trade by establishing the State 
Trading Corporation . At the time of its formation there? 
had been loud protest against it. The STC was a fait 
accompli and its assistance was considered a very 
important factor in the economy of the country. It was 
registered under the companies Act 1956 and not being a 
statutory body, it complete with all the rules and 
regulations of the Companies Act. The paid up capital of 
the corporation was Rs. 1 crores at the time of its 
irjception. The main objective of the corporation is to 
stimulate export and import trade. Its activities are: 
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directed towards the diversification of exports expanding 
markets, developmental and promotion of exportable items, 
to meet competitive parity in the long term basis and to 
import essential goods. 
It also undertake price support and buffer stock 
operations in certain commodities on government's 
directions. It has always been instrumental in 
diversifying the foreign trade of the country with regard 
to composition as well as direction. The corporation 
usually enters into direct contractual obligations and as 
a rule invests its own funds. But very often it also help 
to the private exporters as well*. Where contracts ATB 
concluded primarily between the foreign trade and Indian 
private trade, it is though implemented by the private^ :' 
enterprise but assistance is provided by STC in 
implementation of the contraction. 
Further, in order to accelerate the growth rate 
of exports of the country, comprehensive marketing and 
financial assistance is also given to the manufacturers of 
potential exportable iteins. Last but not the least that 
in order to keep in touch with the emerging trends of the 
trade on the world horizons, STC maintains a net work of 
offices in different countri6?s which has positively helped 
60 
iridia to a great: e>;tent. 
rlineral and Metal Trading Cor tjorat ion (MMTC ) 
The grand success of State Trading Corporation 
encouraged the Indian government to bifurcate the STC in 
1963 to have better control over the imports and exports 
of minerals and material which have major compositional 
share in India total imports and exports. The new 
corporation was initiated with a capital of F'^ s. 2 crores 
Eince October 1963. The main objective of MMTC is to 
increase and, diversify the exports of minerals and 
mr-tallic ores and concentrates and to import critical ra^ 
materials like non-ferrous metals, fertilizers and steel 
etc . 
Iron ore, magnese ore-, chrome ore and coal were 
the important commodities under c£*nalised exports made by 
the corporation. MMTC is to further try to boost and 
develop the export market of those ores etc. which were of 
lesser importance in India's exports e.g. sillimanite, 
china clay,bawite quartz and feldsper etc. As iar as 
imports are concerned the major items are non-ferrous 
metals, steel fertilisers and industrial raw materials. 
Trade Development Authority (TDA) 
The government realised the need of an export 
promotional institution which was supjposed to promote;-
6t 
e-iports through its multi-dimensional services to 
B-iciprters. Thus an institute, named as Trade Development 
Authority (TDA) was established under the? Ministry of Con. 
The main objectives of the institutions e^re : 
(i) To identify and nurture specific products with long 
range export growth prospects; 
(li) To identify and nurture technically competent and 
export worthy production units mainly in the medium 
and small scale sectors, 
(lii) To find out and develop potential buyers in the 
foreign markets. 
(iv) To bring about feasible and good merchandising 
contacts between the reputed and good Indian 
exporters and the buyers, so identified, 
(v) To provide multi-dimentional services in order to 
help the exporters to execute such contracts; 
(vi) To organise trade fares and exhibition in order to 
create awareness and to educate the exporters; 
(vii) To publicise the Indian manufactured goods in 
foreign markets; and 
(viii) To organise trade activities on mode?rn lines. 
FREE TRADE ZONE 
As an instrument of export promotion, the 
6?-
Gove^rnment of India encouragti'S establ ishments located in 
the Free Trade Zone(also known as Export Processing Zone). 
1 hese manufacturing and exf^orting units are allowed for 
import of capital equipments, intermediary goods and other 
key inputs free of import duties along with some other 
incentives. 
Apart from specialised trade agencies, India 
hias also established six Exports Processing Zone(EP2's). 
Since there inception the outclass performance reflects 
the buoyancy in the export atmosphere in the country. 
First of all, in 1965 Kandla Free Trade 2one(KAFTZ), the 
multi-product free trade zone, was established. The items 
exported from the zone include light engineering goods, 
stainless steel utensils, pharmaceuticals, spectacle 
frames, garment, knitwear, PVG houses and pipes, 
pesticides, sports goods, industrial garments, perfumes, 
cosmetics and toilet rics, wollen pullovers, castor oil, 
carpets, high pressure hydraulic jetting equipments etc. 
Encouraged by the achievements of KAFTZ in 1974, 
Santacruze Electronics Exports Processing Zone (SEEPZ) was 
e-stablished to augment the export of electronic goods 
only. However, a gems and jewellary complex was also 
established in the zone 1987-88,, Though electronic export 
still account for major part of exports from the zone but 
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gems and jewellary export to mada rapid progress and 
fetched about 1/3 of the exports from this 2one in the 
year 1989-90 •"•. 
KAFTZ and SEEPZ together made substantial 
contribution to increase the exports and earned foreign 
e>;change striving hard to earn foreign exchnage and 
enhance value of exports, in 1984 government of India 
established four more free trade zones named as-Madras 
Export Processing Zone(MEP2), NOIDA Export Processing Zone 
(NEPZ), Falta Export Processing Zone(FEPZ) and Cochin 
Export Processing Zone(CEPZ), All the four export zones 
sre multi-dimensional export processing zones. Amongst 
these four, NOIDA export processing zone has emerged as 
the third largest export processing zone, exporting mainly 
computer-cum-electronics, ready-made garments and light 
engineering goods etc. FEPZ generally export sports 
goods, diamonds and jewellary, perfumes and Latex hand 
gloves usually destined to East European countries. The 
16 units of'CEPZ have also started functioning in the 
fields like essential oils, aromatic chemicals apices oils 
and precious stones etc. and their exports aro usually 
directed to the rupee payment area. 
1. Report on Currency and Finance 19B9--90 ^R.B. I . fBombay .Vol . I,, p--'3'59 
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100 percent Export Oriented Units (EOUS) 
In order to boosts exports further, the hundred 
percent exports oriented units were? established. These 
units can manufacture commodities, with an agreement to 
initially, to eiiport their product for a period of atleast 
ten years, subject to relaxation of five years for the 
products having the content of very high degree of 
technology. These units are allowed to make liberal 
i.niports of capital goods machinerie-s etc, with no or 
minimal customs duty and free of excise duty. 
By the end of March-1989, there were about 143, 
liZ50 percent export oriented units were in operation and 
exports through these units were of Rs. 245 crores during 
the year 1987-88, registering a decline of 12.2 percent 
over the previous yeAr. 
"A major restructuring of the scheme was undertaken during 
.1987-38 to improve its effectiveness. The important 
majors undertaken include, permission to sell up to 25 
percent of the production in the Domestic Tariff Area, 
subject to payment of appropriate duties on a case- by-
case basis, tax holiday for a continuous block of five 
1. I hid, p-370. 
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years within eight years of commencement of production and 
decision to grant cash compensatory support on physical 
export at the rate of 50 percent of the level applicable 
to units in the DTA" . 
i. Ib id. p-JJl 
A SYNOPTIC VIEW OF THE ECONOMIES OF 
THE PAN PACIFIC NATIONS 
After the Second World War, the world 
experienced vital changes and the era of colonial empeir 
was dismentaled. Anumber of couuntries became politically 
and economically independent and world trade gained 
momentum. Many of the less developed and developing 
countries were helped by the developed nations. 
Since late 19705 the world witnessed increasing 
protectionism along with the trade regionalism. "^he 
grouping of Pan Pacific nations is also becomamg 
powerful. The researcher is of the firm view that India 
must increase its trade relations with the nations of this 
region. However before going into the details of India's 
trade relations with these countries it will be useful1 to 
analyse the economic conditions of these contries. It is 
against this breakdrop that a synoptic view of the 
economies of Pan Pacific Nations is given in this chapter 
into the alphabatical order. 
- ^ E ECONOMY OF HONG KONG 
Hong Kong's population occupies a total land 
area of only 1071 sq.kms (414 sq.miles). The territory is 
situated off the south—east coast of the Guangdong 
province of China, to the east of the mouth of the Pearl 
river, between latitude 22.9 and 23.7 N and longitudes 
11352 and 11413 E. The territory comprises the island of 
Hong Kong, ceded to Britain by China under the terms of 
the treaty of Nomking in 1842, the Kowloon peninsula and 
the New Territories leased to Britain in 1898 for ^9 
years, together with Deep Bay and Miss Bay and some 236 
outlying islands and islets/ The territory is poor m 
minerals and flat land and agricultural land is scarce 
everywhere. The process of recalmation of land from the 
sea for building purposes is continuing . Hong Kong has 
experienced an extraordinary growth in population ^ During 
the year 1841 only about 5,000 people lived on the island. 
Thereafter the colony recieved wave after wave of 
immigrants and the population of Hong Kong in June 1987, 
was estimated at 5613400 with an average density of 5241 
per sqaure Km . About 66 percent of the land area of the 
nation is marginal land. There is 15.7 percent built up 
area and 7.7 percent is in agricultural use. 
1. The Europa k/arld Year BOok, 1990 Vol.I, Europa Pub, Ltd. 
1ondon,P-1732 
2. JAPAN i An International Comparison, 19B9, Kezai Koha Center, 
Institute of Social and Economic Affairs, Tokyo, P—7 
Hong Kong belongs to the frost—free double cropping rice 
zone though newer form of more profitable land utilization 
is taking place e.g, vegetables, fruits, poultry farms and 
fish ponds. 
The rate of economic growth in Hong Kong has 
varied considerably during the current decade . The early 
years of the 1980's witnessed extraordinary advances while 
the mid years of the decade were full with stagnation due 
to internal as well as external forces. In real terms, 
the growth of gross domestic product during 1985 was nil 
due to loss of political confidence and the government's 
policy of linking the value of Hong Kong's dollar to that 
of the US dollar which further led to a loss of price 
competitiveness in the non—US markets. 
In the year 1986 and 1987 the growth rate of 
GDP in real terms was as high as 11.1 percent and 13.6 
percent respectively. Such high growth in 1986 was mainly 
due to the performance of domestic exports, which rose by 
16 percent. The value of US dollar declined in 1986 and 
consequently the value of the currency of Hong Kong, which 
was linked with the US dollar, also declined as Hong Kong 
again strengthened her competitive edge in the 
international market. During this year investment in fixed 
capital also rose by 7 percent which gave a momentum to 
the productive activities of the country. 
These factors all together surged the economy. 
Such growth gave way to inflation and the rate of 
unemployment declined by one—third. The GDP growth of 
13.6 percent during 1987 was considered remarkable, that 
could be achieved due to performance of private 
consumption, investment in fixed capital and export 
sectors by an accelerated growth of 16 percent and 37 
percent respectively. 
Agriculture and fishing together employed 1.8 
percent of the working population in 1986 but contributed 
less than 0.5 percent of BDP . despite fall in the area 
under cultivation, though the intensive agriculture 
techniques have increased the crop yields by 684 percent 
between 1963 and 1983, with vegetable production 
contributing S3 percent of the total value at HK$ 531 m. 
However Hong Kong's farmers can produce 38 percent of the 
vegetable consumed 55 percent of the total chiken 
requirements and 21 percent of all pigs slaughters. Total 
food imports in 1987 were valued at HK * 25,530 m^. 
1. The Eurapa Uarid Yesr Book^ 1990, Vol. I I , Europe Pub.Ltd. 
London. England. P—175Z>. 
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In the field of fishing Hong Kong is almost self 
sufficient though only about 1 percent of the economically 
active population is engaged in it- In 1987, the total 
marine catch was estimated at 224400 metric tonnes. In a 
nut shell , it may be concluded that to meet the total 
food demand of the country it has to rely upon import of 
food items. 
Industry including mining, construction, 
manufacturing and power etc. engaged about 42.7 percent of 
the working population in 1987 and contribute about 29 
percent of gross domestic product. Small amount of 
feldspar and feldspar sand are mined and it contributed 
only 0.2 percent of the G.D.P. On the other hand 
manufacturing sector employed 35.3 percent of the working 
population and contributed 22 percent of GDP in 1986 . 
Measured by the value of output, the manufacturing sector 
included textiles and clothing, plastic products, metal 
products and electrical machineries etc. In early 1950's 
the Shanghai financed textile operations begun and with 
that the textiles and clothing industry flourished 
modernized and diversified. Despite restrictions on this 
particular commodity by many of the developed countries 
1, Ibxd.398. 
the export boom of textile industry continued over the 
last twenty years. ^ 
Further, Toys constitute the bulk of the items 
produced in the plastics sector, and Hong Kong has 
established itself as the world's largest supplier of toys 
which constitute its fourth largest item on the list of 
exports. In fact the growth of industrial sector was 
prompted by two main factors- viz; first, the Chinese 
enterpreneurs, sealous and skilled man—power shifted to 
Hong Kong to make their dream to work and prosper a 
reality; and second is that Hong Kong has got excellent 
harbour facilities coupled with highly developed 
infrastructure and the service sector. 
As a policy Hong Kong Government claims that it 
neither protects nor subsidizes the manufacturers. Some 
policies fall close to indirect subsidy but maintaining 
its freeport traditions, Hong Kong does not protect 
industry. However, to encourage overseas industrialists 
to invest in Hong Kong's manufacturing industry, 
industrial investment promotion missions continue to visit 
many of the investor countries like the UK, the Federal 
Republic of Bermany, Japan, Australia and the USA etc. 
The- service sector plays an important role in the 
economy. Hong—Kong is now the second biggest container 
port in the world. There are six berths frontring 88 ha 
(measuring unit), of cargo—handling space. The Hong Kong 
International Airport at Kaibk, handles more than 1,000 
scheduled flights per week. In 1*987 the government had 
also announced to construct one more airport and seaport 
financed by the private sector. Further, revenue from 
tourism was HK$ 33,300 m in 1988, when some 5.7 million 
people visited the country . Hong Kong's banking and the 
financial institutions too are highly developed partly 
owing to extensive international telecommunication network 
and partly because of sound currency, stock markets, low 
tax rates, non-discriminatory economic policies and 
absence of exchnage controls etc. This factor make Hong 
Kong as one of the world's largest and most important 
financial centres also bulk of regional trade converge 
there. 
In 1987 Hong Kong recorded a trade surplus of 
HK $ 86 million. The imports of Hong Kong increased by 
36.96 percent while the growth of exports and re—exports 
mainly from China also grew almost at the similar rates. 
1, Hang Kang : Asia 1990, Year Book. Far Eastern Economic Revise. 
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The rate of re-ext^ports grew at much faster rate with 49.2 
percent reaffirming the importance of this island country 
as an entrepot. The exports of clothing increased by 17.4 
percent in 1987 and accounted about 33 percent of the 
total exports while exports of textiles grew at the rate 
of 22.3 percent contributing 8 percent of the total 
exports of the country. Exports of watches, electrical 
and electronics goods also kept on expanding. However, the 
dollar link policy adversely affected the compatibility of 
Hong Kong thus it could not achieve its targets and lost 
the markets due to stiff competition. 
As far as direction of trade is concerne' the 
principal source of Hong Kong's imports in 1988 was 
people's Republic of China with 31.7 percent of the total 
imports followed by Japan with 18.6 percent. The 
principle market for exports and re-exports were the 
people's Republic of China with 27 percent followed by USA 
with 24.3 percent of the total. Other major trading 
partners included the Federal Republic of Germany, the 
United Kingdom, other EEC countries and Taiwan etc. 
However, it seems that the policy emphasis of Hong Kong 
shifted from acquiring markets in the USA, the UK etc. 
towards acquiring the near home markets of people's 
Republic of China, Taiwan, Japan and Singapore etc. In 
support to this, it will not be impet to mention that in 
1987 about 37 percent of China's total exports and about 
20 percent of its imports passed through Hong Kong . 
Generally, as claimed by Hong Kong government, it 
does not protect its industries but a low degree of import 
tariffs and revenue duties are lavied only on tobacco, 
alcoholic liquors and some hydrocarbon oils. However, 
Hong Kong's exports suffer from various type of 
restrictions and approvals. During the yearly period of 
1980,the country's economy was full of speculations and 
wide fluctuations.Since September 1982,Chinise and British 
officials discussed the future position of Hong Kong after 
the expiry of the lease in 1997 when Hong Kong will 
reverse to Chinese sovereign. 
As per the agreement reached between China and 
Britain, the later had agreed to handover the territery 
back to China. In return China satisfied the majority of 
Hong Kong community that even after 1997, their prosperity 
and human rights would protected. 
After 1997 Hong Kong is to become Special 
Administrative Region(SAR) of china. The draft of 
1. The Far East and Austaiasia 1989, Eurapa Pub. Ltd. London P-
398. 
constitution 'Basic Law' of Hong Kong published in 198H, 
makes it clear that China will not interfere in matters of 
Hong Kong except in the area of defence and foreign 
policy. It further emphasis that main features of economy 
and the life style will be perpetuated for 50 years. These 
features mainly iriclude freedom offfinancial and foreign 
exchange markets, the continuance of the free post system, 
freedom of capital movements and an independent taxation 
system . 
Although, it is rather very difficult to 
predict the long term impact of such chaanges but it may. 
generally be anticipated that the aggregate effect of this 
transfer could be negative and lead to an outflow of 
labour and capital as it was already pointed out that 
since 1987, the rate of emigration of managerial and 
enterprenurial classes acjzl lerated. Hence the researcher 
feel that while trading with Hong kong, a vigilant and 
constant touch with the developments taking place at Hong 
Kong is of utmost importance. 
1. Hong Kong:Asia 1998. Fsr Eastern Economic /?evie»y- Hong Kong P— 
THE ECONOMY OF INDONESIA 
The Republic of Indonesia consists of a group 
of about 13,700 islands, lying between the mainland of 
South East Asia and Australia, including Java, Sumatra, 
Kalimantan(Borneo), Sulawesi, Irian Java (West New Guinea) 
the Moluccas and Tinor. It has tropical climatic 
conditions with heavy rainfall during most of the seasons. 
Earlier Indonesia was a Dutch colony but on 27 December 
1949 Indonesia became independent. In the next two decades 
the country witnessed political upheavels, Korean War, 
domestic economic distortions and disallocations which 
prevented the effective rehabilitation of the economy. 
With an estimated population of 170.5 million in 1987 
Indonesia is the fifth most populous country in the world. 
It is blessed with natural resources like petroleum, 
natural gas and other minerals as well as a variety of 
agricultural products. In 1988, the world bank estimated 
the Gross National Product of Indonesia to US$75960 
million equivalent to * 430 per capita( average prices of 
1906-88). It was further estimated that during 1980-88 
the GNP in real terms grew at 3.8 percent per year and at 
1.7 percent per capita, per year . 
1, The Europa Uorld Year Book,1990, Vol.1 Europa Pub. Ltd. iondon 
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Agriculture is of prime importance for the 
economy of Indonesia. The sector employed 56 percent of 
the working population, contributing about one fourth of 
the gross domestic product of the country. The 
agriculture mainly include food grains, cash crops, 
forestry, fishing and animal husbandry. Though neglected 
earlier, the government is making all out efforts to 
specialise in intensive agriculture . 
Food crop is the most important component of 
the agriculture sector having rice on its top in terms of 
value, nutrition and volume which is preferred staple diet 
of the majority of Indonesians. Being economic disparity a 
common feature government was forced to keep the prices of 
rice and other food products as low as possible. The 
country is deficient in food grains resulting in higher 
demands and forced prices caused low supply making 
increasing imports of foods products a necessity. 
Indonesian government aimed at enhancing the production of 
rice and other food products as one of their main policy 
objectives. They launched a number of programmes e.g; 
encouraging -fsirmer to adopt productivity enhancing 
cultivation techniques, better quality of seeds, chemical 
1. Ibid. 
fertilisers and pesticides etc. For the production of rice 
to increase the government fixed a support price for rice 
to be defended by its food marketing agency though the 
policy resulted in high finacial and economic costs to be 
sustained by the government. 
Apart from food crops Indonesia is also an 
imortant producer of cash crops, which includes rubber, 
palm oil, coconut, coffee, tea, sugar and tobacco. Most 
of these are grown on commercial plantation aimed 
primarily for exports. 
The programme made provisions for extension of 
services, subsidized credit and inputs in order to 
encourage the intensive cash crops. The production of 
various cash crops increased viz; rubber production 
crossed one million tonnes mark in 1987. Palm oil 
production also jumped as high as 1.7 million tons, though 
the production of coconut oil declined. Further, Indonesia 
is the world's third largest producer of coffee and output 
of its main AB robusta varieties has increased steadily 
from 149000 tons in 1974 to 367000 tons in 1987. 
About two third of its land area is covered by 
forests. Indonesia has the most extensive concentration 
of tropical hardwoods in the world. Rapid 
industrialisation led to fast erosion of the forests and 
bulk of it were used for exports making it one of the 
major export items during 19705. Since the inception of 
1980'5 the government reacted with concern and forced the 
expanding companies for selective cutting policies on the 
one hand and on the other hand asked them to either 
provide reafforestation deposits or to carry out 
compulsory reafforestation by themselves . 
The animal husbandry recorded a substantial grwoth 
during 1980's with annual meat production increasing from 
403000 tons to 889000 tons, egg production from 98,000 
tons to 1,26,000 tons and milk from 57 million litres to 
220 million litres during 1974-86. Efforts are further on 
to accelerate the growth rate, improve the nutritional and 
to meet the export obligations. Since 1982, the country 
has exclusive control over its wide economic zone and the 
prospects of developing fisheries are very promising. The 
government is issuing the licences for foreign fishing 
fleets on the one hand and is also encouraging the private 
enterpreneurs to invest in fishing industry. 
Mining is the highly capital intensive sector 
of the country, employing only 0.7 percent of the total 
1, The Far East and Austraiasiaf 1989 Eurapa Pub. Ltd, London 
working population of the country, while contributing 13.1 
percent of the gross domestic product in 1987. 
Indonesia's principal mineral resource are petroleum, 
liquified natural gas, tin, bauxite, nickle, copper, gold 
and coal etc. 
At the time of independence its transport 
system was limited and was to be developed. The government 
put upto 13 percent of its capital expenditure to develop 
transportation and tourism during 1970's. In the Fourth 
Five Year five plan (1984-89) the average expenditure on 
transport accounted for 15.4 percent of total capital 
spending during the period. Indonesia power—generating 
capacity expanded rapidly and was 10,300 MW during 1986 as 
against 650 MW in 1966. Earlier about 95 percent of the 
total power generated by oil or gas filled plants, but 
later the government diversified it to generate power 
through coal fired steam, hydropower and geothermal power. 
By the mid of 1960's Indonesia's manufacturing 
sector accounted hardly for 10 percent including mainly 
handicrafts and products of textiles industry. Since 1966 
the government emphasised on rapid industrialisation. It 
established many of the state owned industries and 
participated through equity in different industries. The 
government has also encouraged private investors. It 
mainly emphasised on the import substitution industry, 
providing them enough protection. Further, with the 
liberalising reforms aimed at improving the export 
potential , Indonesia's exports also increased to an 
extent that the country is new capable to make much 
awaited trade surpluses to meet its foreign exchange 
requirements. Its manufacturing sector mainly includes 
food and beverages, tobacco products, textile and 
garments, motor components and assemblies and electrical 
appliances, chemicals, cement, fertilizers, ceramics, 
machineries etc. 
Upto early 1980's the petroleum and natural gas 
were the major components of the foreign trade of 
Indonesia. As the prices of petroleum dropped 
substantially, the value of petroleum and natural gas 
exported declined to US $ 14396 million, which was US * 
23,348 million in 1981. But since late 1970's the share 
of other manufactured goods expanded in the total exports 
and country maintained the trade surplus. Apart from 
petroleum and gases fetching 76 percent of the total 
1. Recent Mscra—Economic Performance of the Developing ESCAP 
Region, Economic snd Social Survey of Asia and the Pacific, 
1939. U.N. Pub. Bangkok. 
exports, the other major items included primary and semi 
processed agriculture and mineral commodities, e.g rubber, 
coffee, tin, shrimps and palm oil etc. 
Processed wood accounts for 6.1 percent and 
textile and garments accounted for 3 percent of the total 
exports in 1985. However, the share of each sector and 
items of exports changes with the change in the prices of 
petroleum and gas. 
The imports of Indonesia mainly includes 
cereals and its by—products, chemical elements and 
compounds, iron and steel along with machinery and 
transport equipments etc. Stagnated during early and mid 
of 19B0's the total imports of Indonesia doubled reaching 
to US * 2,29,220 million in 1987 as against US $ 10,718 
million in 1986. The rapid decline of the "international 
petroleum prices in the early 1980s, gave a big blow to 
the planned development of the economy, as the value of 
exports of Indonesia shrinked substantially. The 
reducing availability of resources neccessitated the 
imposition of forceful1 measures of curtailing imports. 
Debt services burden on Indonesia is about 40 percent of 
the export earning in 1988 and to cope up with this , the 
government recognised stabilisation measures on the short 
run and massive structured changes for the long run Are 
must. 
Hencen the private sector marked a growth in 
late 19S0S and Indonasea is now moving towards more solid 
ground. With surging Japanese Yen, foreign investors 
rushed in, to take advantage of low labour cost structure 
, competitive ta>: rates and an increasing accomodating 
investment climate at Indonasea.In 1988 foreign envestment 
figures showed a tripling of new commitments to Indonesia 
as against the year before .The effects of these 
developments are apperent from a look of the graph 4.1 
showing constant increase the share of non—oil exports in 
the total exportsof the country. Even in the year of 198S 
and 1989, Indonesia has made marginal export surpluses, 
but the researcher feel that t5he country is passing 
through transitional phase .So while having trade links 
with Indonesia India has to be very continious and must 
match and take advantage of the emerging changes and 
patterns of Indonesian economy. 
THE ECONOMY OF JAPAN 
Japan is a small nation situated in the Far 
east of Asia. It is entirely in the temperate zone 
comparising four major islands of Houshu, Shikoku, Kylusee 
and Horekaid accounting for about 98 percent of the land 
area, alongwith 3000 smaller islands with 2.5 percent of 
the world population . Eighty percent of the Japanese 
area is mountaineous blessed only with scanty natural 
resources e.g copper, sulphur, limestone and low grade 
coal etc"". 
In the mountaineous regions, short, fast 
flowing torrents fed by meltwater in the spring and by 
heavy rains in the summer have carved a landscape with 
steep and sharply angled slopes. The extreme scarcity of 
level land is one of the salient features of the geography 
of Japan. In a country where the population was the 
seventh largest in the world in 1987, only 15 percent of 
the total land area was cultivable. Thus the small areas 
of level land which contains most cultivated land 
alongwith concentrate population and industry is of vital 
i, Japan: An International Comparison 19B9. Kezai Koho Center, 
Institute of Social and Etzanamic Affairs, Japan. P—7 
2. Developments In External Trade and Finance: Economic and 
Social Survey af Asia and the Pacific. 1989.U.N. Piib.P-52. 
importance. 
Japan is a land of scanty resources. Although 
more than two third of the total area of Japan is forested 
but mfact is not of much commercial value as thev must be 
preserved to check the soil erosion which is a constant 
threat to the nation. The domestic demand of food, wood 
etc. IS met mainly out of imports. Japan has only few 
mineral resources and they/ too m small quantities. 
Japanese industries mainly depend on imports of minerals. 
Its oilfield are also too small and supply only 0.3 
percent of the domestic demand. 
The Meij1 Restoration in 1868 began Japan's 
transformation from a feudal society into a modern 
industrial state . The changes experienced since then by 
Japan were enormous^ The Japanese economy grew at an 
average annual growth rate of 3.3 percent since Meiji 
Restortion to the begining of the Second World War. After 
the Second World War Japan was a war torn economy with its 
industries lying into ashes. But the restroration of 
industrial potentials and competition with the West has 
transformed Japan from a land of ashes into one of the 
most prosperous nations with in a span of about thirty 
i. Kxshan R.: The Economy of Japan, The Economic Times, 6^" June 
1963. Cal-2 
five years . 
Japan's Gross National Product(GNP) reached an 
estimated US * 3,98,285 million in 1987 making to US * 
1,965 per head. The share of the service sector is 
continuously increasing over the decades and reached to 60 
percent in 1986 pushing Japan into post—industrial 
society. It is followed by manufacturing sector 
contributing 29 percent of the total SNP. 
With the post-war agrarian reform about 95 
percent of the total cultivated land area came into the 
possession of owner farmers- Such reforms led to rapid 
increase in agriculture production . In 1987 Japan's 
agricultural labour force totalled 4.5 million. The most 
important crop is rice contributing 33.2 percent of the 
total agriculture output in 1987. Other products include 
wheat, sweet potatoes, soyabeans, radishes, cobbages, 
mandarin oranges, apples, persimmon and pears etc. 
Japanese fishing industry is highly developed 
in terms of value as well as volume, since 1972, the 
Japanese fish catch is largest in the World. Rich fishing 
grounds occur in both the Japan Sea and the Pacific Ocean 
l.Ali f^sar: The Future of /ndo—Japanese Reistlans^Paper presented 
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to the east of Japan. The yen appreciation is adversely 
effecting this industry to great extent. However, the 
mining industry of Japan though rich in variety is small 
enough satisfying the demand of limestone and sulphur 
alone. For rest of the mining products, it has to rely 
heavily on imports .^ 
The manufacturing sector employees about 23 
percent of the total labour force in 1987. As the level 
land is least available with Japan , its industrial base 
is highly concentrated in some of the level land areas 
only. In 19S7,f>Japan was the World's biggest producer of 
ships and the second biggest producer of passager cars, 
synthetic fibers, paper, cement, synthetic resins and 
steel. As a whole, Japan ranks second in the world in 
industrial production"". 
Japanese manufaturing industry is undergoing a 
structural change. Textiles have lost ground while the 
machine building industry is improving its position. 
Transport equipments accounts for 10 percent of the total 
industrial output mainly consisting passanger cars and 
ship building . In 1987, 57 percent of the total 
1. The Europa World Yeetr Book 1990^ Europe Pub. Ltd. London, Voi 
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passenger cars produced were exported, of which 45 percent 
were imported by the USA alone. Japan's automotive 
industry is the most competitive of its indsutries with 
ever expanding exports, due to its superior quality, 
satisfactory after sale service and low fuel consumption. 
Japanese shipbuilding industry had an 
outstanding competitive strength in the international 
market producing 50 percent of the total world output, 
with 55 percent of Japan's output being exported in 1967 . 
Presently, Republic of Korea and Taiwan have emerged as 
its main competitors on this particular front. 
Beneral and electrical machinery industry too 
flourished at a fast rate, as with the rapid economic 
growth the domestic demand for such products swelled. By 
the early 1970's the domestic demand touched its point of 
saturation and emphasis was shifted on export of these 
items. Now more than 20 percent of the production is 
exported. Furthermore, Japan has another fast growing 
industry namely the electronics industry, which has 
emerged as one of the most competitive industries on the 
world horizon including integrated circuits, video 
records, television, stereo sets, calculators actd-
; r s atrtd 
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compu te  tti  wa tch mak ing i n d u s t r y . 
The iron and steel industry is also 
surprisingly strong, despite the nation's scanty deposits 
of iron ore and coal- Japan is the second largest producer 
of iron and steel and exports about 20 percent of the 
total world exports. It may be pointed out that it could 
be made possible because of the advance nature of the 
industry on one hand and its geographical location on the 
other hand, giving it advantage of using sea routes for 
import of iron ore and coal etc. and maintain the low cost 
advantage-
In the chemical industry, traditionally Japan 
has been producing chemical fertilizers etc. but recently, 
petrochemical products have gained importance. Earlier, 
the chemical industry had some difficulties due to oil 
crisis but it has overcome it with the decline in 
petroleum prices and now is performing excellently. 
The textile industry was the first 
manufacturing activity to develop in Japan. Earlier it 
was an exporter of raw silk etc- but transformed into 
importer of raw silk and exporter of finished one. The 
synthetic fibers industry, producing nylon and polyster 
has also strengthened. The synthetic fiber industry 
contributed over 11 percent to toal world production. 
However, both these industries are facing stagnation 
because of increased competition from its neighbouring 
countries and due to the rising value of yen. 
Before the second World War the principal 
export items were raw silk, green tea, cotton, fabrics, 
ceramics and toys etc. but mainly during the last two 
decades Japan's export composition underwent a seachange. 
The development of heavy industries and its rapid growth 
led to heavy exports of passenger cars, iron and steel and 
ships etc. With further advancement many other items 
emerged on the export horizon e.g tape recorders, cameras 
synthetic fiber fabrics, television sets, engines, office 
appliances, machine tools , apparatus for technology and 
telegraphy, plastic watches and semi-conductor elements 
etc. The total exports of Japan amounted US * 2,29,221 
million in 1987 recording art increase of 9.6 percent over 
the previous year. 
While in 1987, Japanese imported goods amounted 
to US $ 1,49,515.1 million, an increase of 18.3 percent 
over the previous year. Being a country not blessed by 
gifts of nature, raw materials were the major imports, 
chiefly being petroleum and petroleum products which 
accounted for 18 percent of the total imports. In order 
to develop alternate source of energy and assure more 
security, the government is all set to develop and 
commercialise nuclear energy as the substitute of 
petroleum. Other major imports include food items, coal, 
timber, iron ore, non-ferrous ores and wool etc. 
The biggest problem of Japan is its international 
economic relations.Japan witnessed huge trade surpluses of 
so many years. In 1987, its balance of payment had a 
credit balance on the current account of US $ 87000 
million, a cause enough for creating trade ftictions 
between Japan and its counterparts. In view of this 
Japanese government floated policies to stimulate domestic 
demand to reduce import restrictions and started using 
financial aid as a diplomatic tool to influence the 
internation openion and to have a bigger say in the world 
affairs . 
Further Japan is also facing ecological problems 
because of its heavy industries and as the value of Yen is 
appreciating fast, it now want to shift its production 
base to a country with low wage structure. 
So it may be concluded that Japan is one of the 
1. t^ii Asar ^The future of Indo Japanese Relations, Paper 
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most suited country to meet the requirement of 
India.Ace1eratea domestic demand and reducing import 
reductions are some of the clear indications suggesting 
wider scope of exports of Indian goods to Japan.If 
approached properly, India may also have enough of 
financial aid extended by Japan to tide the problem of 
balance of payments.India may also incash the Japanese 
policy of shifting production base.It may provide 
conducive atmosphere and appropriate policies to attract 
Japanese investment in India.So modern technology would be 
acquired to improve the quality of the goods, compet in 
the world market and to earn the foreign exchange. 
THE ECONMY OF REPUBLIC OF KOREA 
In Far East , The Republic of Korea forms the 
southern part of the Korean peninsula. The country is 
surrounded by the sea except in the North with its 
neighbour, the Democratic People's Republic of Korea 
separated at 3B parallel. It has got a total of 99,222 
sq.Km (33,310 sq. miles) 
According to the world Bank estimates. South 
Korea's gross national product (at average prices of 19S6-
88) was US$ 150,270 million equivalent to US $ 3530 per 
head. During 1980—88 it was estimated that South Korea 
registered an average growth of 9.2 percent per year which 
was one of the highest growth rates in the world. It has 
further recorded a population growth averaged 1.4 percent 
per annum and consiquently averaged 7.7 percent annual 
growth of SNP per head during the said period. Population 
density is 419 per sq.km but population is highly 
concentrated on the limited agricultural land . 
South Korea is a mountaineous country, in which 
only 22 percent of the land is cultivated alongwith 66 
I- The Europa inforld Year Book 1990, Europa Publishers Ltd. London 
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percent of forest land. Agriculture (including forestry 
and fishing) employed 20.7 percent of the total working 
population and contributed about 11.4 percent of gross 
domestic product in 1988 . Its farming is concentrated 
mainly in the basin areas of the rivers of the country and 
due to modest temperature, is highly suitable to rice 
production. 
The land Reform Acts of 1947 and 1948 abolished 
tenancy and the farmers became the owners of the land. 
Mainly having small land holdings, the South Korean 
farmers adopted intensive agriculture techniques. 
Cooperative societies sponsored by the government, played 
a vital role in providing expensive farm machineries to 
small farmers. The principle crops are rice,maize, 
barley, potatoes, sweet potatoes and fruits etc. 
Though 66 percent of the total territory is 
forest land but indiscriminate feeling of trees before 
19505 g^fected the forests heavily. After 1950's the 
government launched a country wide compaign for 
afforestation and soil conservation and had been 
successful in reversing the trend. The forests are 
capable to meet the domestic timber demand meagerly. 
1. Ibid, Page 2555. ~ "" 
However, by the means of modern plywood and veneer plants. 
South Korea has emerged as the major exporter of the world 
of non-coniferous (hardwood) plywood.s/ 
About 70 percent of the forest providing 
timber, 80 percent of petroleium and other mineral 
deposits of the Korean peninsula comes in the territory of 
North Korea. South Korea is poorly endowed with natural 
resources,and they employ only 0.3 percent of the working 
population .Mining and quarring contributed merely 0.3 
percent of gross domestic product in 1987. South Korea has 
got variety of minerals including coal, graphite, 
fluorite, salt, gold, silver, tungsten and iron ore 
etc.though this share is the total economy is less. It 
exports small quantities of talc tungsten and graphite 
etc. while imports including iron ore, zinc ore, copper 
ore and aluminium ore etc. 
Fishing provides food item for domestic markets 
and surpluses for exports. South Korea's total catch 
increased from 1.46 million tonnes in 1973 to 3.66 million 
tonnes in 1986 and the value of exports of fishery 
product amounted to * 1,195.7 million in 1987. With the 
expansion of fishing processing plants, mainly at Ulsan 
and liasan, the output and export of processed fishery 
products have increased manifold during 1970 and 1980's 
•^outh korea is one of the leading nations 
amongst the newly industrialized countries of the world. 
Initially South Korea developed labour intensive 
industries to provide employment to meet the demand of 
cortBumer goods in the domestic market. With the advantage 
of cheap labour. South Korea gradually stepped up its 
production and started exporting the consumer goods. Once 
light industrial sector was fully developed, the 
government started programmes to build capital intensive 
industry e.g, electronics, machinery, transport equipment, 
steel plant construction and engineering, petrochemical 
industries and defence industry. After having developed 
heavy industrial sector, the South Korea shifted its 
emphasis towards high technology industries including the 
production of automatic data processing equipments etc. 
During 1980—87 industrial production increased by an 
annual average of 10.8 percent. The textile industry is 
an important contributes to export and to domestic growth 
Since 1970's the industry faced steep slowdown, but an 
upsurg in the world economy during last few years, efforts 
made by the government and individuals to diversify and 
i- The Far East and Austral asla^ 1989, Eurapa Pub. Ltd. London 
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modernize textile led to rapid growth of the industry. In 
addition to diversification and modernization in the 
export market and the industry itself, many of the textile 
companies begun to diversify into other fields of 
technology e.g of fine chemicals and biotechnicais etc. 
Upto late 1950'5 South Korea's requirement of 
chemical fertilizers was met with imports but gradually in 
1960's the chemical industry of the country started 
flourishing at a fast rate and self sufficieny in chemical 
fertilizer industry was achieved in 1968. During this 
decade the industry expanded into other chemical products 
and now its major products include— sulphuric acid, 
ammonia, compressed oxygen, dye, insecticides, 
polythelene, polypropylene, polyvinyl choiride, polyester 
fibers and acrylic fiber etc. It has been estimated that 
about US$ 2350 million would have been invested in various 
chemical projects between 1987 to 1990 with the aim of 
increasing output of basic products such as ethylene, 
propylene, benezine toluene xylene and butadene and of 
intermediate and end products such as styrene monomer and 
polystyrene etc. 
South Korea is tenth largest steel producing 
•id.^ /c country in the world  Owing mainly to a rising demand 
from the expanding domestic vehicle and electronic 
industries , the steel industry witnessed an upsurge in 
investment in production facilities. Despite such 
investment and expansion of steel industry South Korea 
still require imports of the value of about one fourth of 
the domestic demand. 
During 1970's the emphasis of production 
shifted towards the machine building . From producing 
light machinery products and simple metal working 
machinery, the factor of production mobilised towards the 
production of industrial machinery, communications 
equipments, precision machinery, textile machinery, and 
electric and electronics equipments etc-
In 1986, South Korea has emerged as the world's 
second largest shipbuilder receiving about 25 percent of 
the world's shipbuilding orders, contributing 9.9 percent 
of the gross domestic product during the year. Energy is 
derived principally from nuclear power, coal and 
petroleum. In 1987 53.1 percent of the power was 
generated from nuclear power, 23.3 percent from coal and 
1. Joseph S, C. South Korea—The Emerging Trends and Prospects 
Oxford Press London 1987. 
12.3 percent from natural gas and 3.6 percent from 
petroleum. 
South Korean external sector plays a vital role 
in the development of the country. In 19S8 South Korea 
recorded a visible trade surplus US $ 389 million. South 
Korea's exports grew from $ 40 million in 1953 to US 
$47231 million in 1987 with an average growth of 23.1 
percent per year. In 1987 the export growth of 36.2 
percent was spaectacular. Initially the momentum of 
exports came from footwear, textile and electronic 
industry and has now emerged the 12th largest nation 
mainly exporting electric and electronic goods, 
communication equipments, ships, iron and steel rubber 
tyres and tubes plywood and fishery products. 
In 1983 the trade deficit of the country was 
72.2 percent of the value of exports but with the strong 
performance of the sector, it gradually eliminated and in 
1986 the country recorded a trade surplus of * 3131 
million which was doubled during the next year, reaching 
to $ 6261 million . Major destination of South Korean 
goods is the USA followed by Japan having a share of 38.7 
percent of the total exports. Other important export 
markets included Hong-Kong Federal Republic of Germany, 
the UK and Canada. 
The imports of South Korea amounted to $ 41,020 
million in 1987 against a low volume of $ 31,5884 million 
an increase of about 25 percent . Japan is the major 
source of imports with 33.3 percent of the total imports 
followed by the USA with 21.4 percent in 1987. Other 
sources include Federal Republic of Germany, Australia, 
Malaysia, and Saudi Arabia. eading imports of South 
Korea includes crude petroleum iron and steel scrap and 
ingots wood timber, chemical products, raw cotton wheat 
maize sugar etc. 
THE ECONOMY OF MALASIA 
The Federation of Malaysia, situated in the 
South East Asia, consists of thriteen 5tates(including 11 
states of Penisular Malaysia, sabah and Sarawak). They 
all lie on the latitude 1 North and 7 N of the equator. 
The climate is tropical, with rain in all seasons. 
About 20 percent of the strips lying between 
the Western foothills and the Western coasts of peninsular 
Malaysia has been more intensively developed than the rest 
of the country mainly due to greater accessibility of the 
Western low lands to the main sea routes. The existance of 
extensive areas of alluvial tin in the area, while the 
eastern part of the country, could not develop the 
commercial activities due to regular heavy rainfall over 
the year . 
According to the estimates by the World Bank 
Malaysia's gross national product (GNP) in 1987 measured 
at average 1986—88 prices was US$ 31, 620 million or equal 
to US$ 1870 per head. It was further estimated that 
during 1980-87 the GNP grew at an average annual growth 
rate of 4 percent, with 1.3 percent GNP per head. 
ia 1990 far" Easisr" Economic Rsvxekt p— 
Agriculture employed 31.3 percent of the total 
working population and accounted for 21.4 percent of the 
gross domestic product during the year 1987 with its share 
in the export earnings of 33.9 percent in 1987. Among the 
agricultural products, rubber has been the principal 
product. The total area under rubber cultivation in 1987 
was estimated to be 1.9 mi11ion.ha, of which 84.5 percent 
was located in Peninsular Malaysia. The production of 
rubber is adversely hit because to wide price fluctuations 
in the international market and due to better returns to 
the farmers from palm oil and other crops. However, 
rubber still account for 8.7 percent of the total export 
earnings in 1987. 
It was felt in early 1960's to diversify the 
agriculture production and palm oil production gained the 
ground supported with steady international demand and 
prices of palm oil, it playing vital role in earning 
foreign exchange Malaysia has gradually averaged as the 
largest producer of palm oil in the world accounting for 
59.5 percent of the total trade of the world in 1987. 
Apart from production and export of palm oil the 
government is also emphasising on refining, manufacturing 
and selling oil based products. Other important cash 
crops include cocoa, pepper, coconuts, tea and pineapples 
etc. 
Timber is also produced at a large scale in 
Malaysia. Despite the introduction of limited 
conservation measures in 19B0's still logs and timber 
remain one of the important foreign exchange earners. 
The principal crop for domestic consumption is 
rice, while fishing is important in coastal areas and 
hunting is another important economic activity among the 
indigenous people. Though fishing, livestock, 
horticulture, cocoa and coconut production are done at 
small scale, it is expected that they have got all the 
potentials of development, to diversify the agricultural 
farming at Malaysia. 
Mining is highly capital intensive industry at 
Malaysia. The industry employs only 0.6 percent of the 
total working population but contributed 10.3 percent of 
the gross domestic product in 1987 . The country is one 
of the leading producers of tin, although its exports 
accounted for only 1.6 percent of the total exports in 
1988. In fact tin industry is facing problems of 
depleting ore reserves existing areas and rising costs of 
1. The Europa iiksrld Year Book 1990, Eurapet Pub. Ltd, London Vol 
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production due to higher overheads and increased energy 
costs etc. 
Though the production of petroleum has small 
share in the total world production of petroleum, but it 
has emerged as the country's largest foreign exchange 
earner . Upto late 1970's the production of petroleum 
expanded at a fast rate but in 1980 National Depletion 
Policy was implemented to rationalise the exploitation of 
this resource and though expanded further but the rate of 
exploitation fell substantially. In 1988, gas reserves 
were estimated at 54,000 million eft.,and petroleum 
reserves at 3,200 million barrels. Other mineral which 
are exported include copper, bauxite, and iron. 
At the time of independence, Malaysia had an 
outdated infrastructure and rudimentary manufacturing 
industrial sector requiring huge investments for their 
establishment development and modernisation . Blessed 
with natural resources Malaysia attracted foreign investor 
in aboundance and the phase of industrial revolution 
begun. Since the inception of Malaysia's Second Five Year 
Plan i.e., 1960, manufacturing sector was given due to 
_ _ _ _ _ _ _ _ 
consideration. With the gradual change in the 
manufacturing sector, higher weight was given to the 
production of electrical machinery, apparatus textile and 
wearing apparels , petroleum products, processing basic 
metal industries and transport equipments etc. The 
manufacturing production grew sharply by 12.5 percent 
during 1^87 as against 7.2 percent m 1986. Gross exports 
of manufacturers rose bv 32.7 percent and reached to M* 
20,300 million in 1987. 
To grow the manufacturing sector further, in 
1983 government commissioned two studies : the Malaysian 
Industrial Policy Studies (MIPS) and industrial Master 
Plan (IMP). The former analysed the incident and impact 
of tariffs and tax incentives while later suggested broad 
objectives and strategies for sectorial manufacturing 
industries upto 1990's. The outlook of foreign investment 
remains generally favourable due to lenient policies of 
the government a fully developed infrastructure and 
relatively low range structure. 
Energy is derived principally from the reserves 
of petroleum of Malaysia. It is expected that about half 
of the domestic power supply will be met through the use 
of natural gas by the power station upto mid of 1990s. 
Though well endowed in natural resources, 
Malaysia heavily rely on foreign trade for last so many 
decades. After independence in the early phase of 
economic development in order to meet the foreign exchange 
requirements Malaysia exported the agricultural and forest 
products very heavily. 
During 1950's, agriculture was the main 
component of the total exports of the country including 
rubber as the major export item. Gradually mining sector 
developed at a faster rate and it replaced to the 
agricultural sector as the major foreign exchange earner. 
Rubber too, fell behind crude petroleum since 1980 and was 
further surpassed by the sawlogs in 1987. Exports of logs 
and palm oil provided 13.4 percent and 8.2 percent 
respectively. Crude petroleum accounted for 13.9 percent 
while tin touched its ebbs with a meager share of 1.9 
percent of the total exports. The main feature of Malaysia 
trade composition was the fact that manufacturing sector 
accounted for 44.8 percent of the total exports of 
Malaysia, showing a absolute compoistional change in 
favour of Malaysia. 
So far as direction of Malaysia's foreign trade 
is concerned, its exports are concentrated with a few 
countries comprising Japan, the USA, ASEAN countries and 
the EEC, which together accounted for 74.6 percent of 
total trade in 1987. 
As per the behooved trend of the expanding 
Malaysian economy, the imports also registered sharp 
increase. The largest growth was registered in the import 
of intermediate goods followed by consumption and 
investment goods, accounting for 4.3 percent, 28.1 percent 
and 22.4 percent respectively ,Df the total imports of the 
country in 1907. The imports too are concentrated with 
the countries which are the markets of Malaysian products 
and all together supplied about 3/4 of Malaysia's imports 
in 1987"^. 
i. " Recent Mscro Economic Performstnce of the Developing ESCAP 
Region", Economic and Social Survey of asia and the Pacific 1989. 
U.N. Pub. Bangkok. 
THE ECONOMY OF SINGAPORE 
The Republic of Singapore lies in South East 
Asia. The country comprises main island and several 
offshore islands with a total area of 622-6 sq km (240.4 
sq miles). The climate is equatorial, with a uniform 
temperature ranging between 24° to 27° wioth high degree 
of humidity. 
The population at mid-1987 numbered 2,612,300 
with a density of 4197 per sq km, one of the highest in 
the world . The country has enough of flat land and most 
of this is intensively cultivated. The country is an 
excellent natural located at a fine strategic geographical 
position, which ultimately transformed the nation into an 
entrepot, and a highly developed economy. 
In 19Sa, the World Bank estimate that at 
average 1986-88 prices, Singapores' gross national product 
was US $ 24,010 million. During 1980-88 the increase in 
GNP in real terms was estimated at an average annual 
1. Jspan .,snd Internstzonai camparxBon 1989 Keizai kaho Center, 
Japan Institute of Social and Economic Affairs p, 7 
growth rate of 7 percent per year, while real SNP per head 
increased only by 5.3 percent per year . 
The agricultural sector employed 0-4 percent of 
the working population and also contributed 0.4 percent of 
the gross domestic product of the country. During the 
period of 1980—87 agriculture production declined at an 
annual average rate of 3.9 percent. This is mainly due to 
the fact that in industrialised small country like 
Singapore agriculture ar fishing etC/, loses its 
comparative advantage as the demand of land and labour get 
much better returns if employed in industries as against 
the employment in agriculture sector. 
However, the major agricultural activities 
include vegetable production, eggs and fishry etc. 
Singapore heavily rely upon the imports to meet its 
domestic food requirements Quality orchids and aquarium 
fish are the only major exports . 
In late 1950s, the economy of Singapore was 
faced with the problem of unemployment and to check the 
menance, in 1961 Economic Development Board was set-up 
with the aim to develop industries and to solve the severe 
i. The Europa Uorld Year Book 1998. Europa Pub. Ltd. London p-
3&82. 
unemployment problem. 
Singapore's industrial development passed 
through three distinct phases. Initially import 
substituting industrial activities were initiated . In 
the second phase labour intensive manufacturing industries 
with export potentials were developed and since 19805 
developmental policies were further restructured aiming 
towards export oriented, high value added and high-
technology products. 
With different types of stimuli and appropriate 
government intervention and participation, the 
manufacturing sector has become the m a m stay of 
Singapores' phenomenal economic growth. By 1987 the share 
of manufacturing sector in gorss domestic product of the 
country accounted for 27 percent, marginally lower than 
the 28.5 percent of the financial and business share. 
In the economy of Singapore mining contribute 
only 0.1 percent of GDP and employ almost the same 
proportion of total working population. The electronics 
sector is the most important in terms of output, 
accounting for some 40 percent of manufacturing production 
in 1988- The principal items of this sector are computers 
and computer peripherals, integrated circuits and semi-
conductors. Refining and pertochemicais contribute about 
19 percent of Singapore's total manufacturing output m 
1938. Though the industry rely heavily upon the unports 
for its raw materials. Singapore imports hydrocarbons 
too, to run its power stations. 
The rapid economic growth led to boom in 
construction activities of the country by a remarkable 
growth averaged to over 20 percent during 1980s. By 1983 
Singapore had replaced Hong Kong as the second most active 
foreign exchange dealing centre m Asia and Pacific with a 
daily turnover of US $ 45,000 million. Banking is also a 
significant sector comparismg 139 Commercial Banks in 
operation in 1989. Finance and Business services provided 
27.2 percent of GDP m 1988. Further Singapore has 
emerged as fourth in the world as 142 million metric term 
of freight cargo were loaded and discharged. Singapore 
experienced slowdown in the growth of foreign trade and 
subsequently implimented to reduce labour costs, including 
a successful policy of wage restraints. Foreign and local 
companies were encouraged to invest overseas and to 
transfer the labour intensive industries abroad. 
Singapore has also aimed to compliment and supplement the 
developmental needs of the region through the 1990s, 
because of its comparative advantage m infrastructure and 
services. 
Such corrective measures have shown the results 
and m 1987 , Smgapores' total trade turnover, at current 
prices, increased by 23.1 percent to US * 128,681 million, 
as against a decline of 3.2 percent m 1986. The 
merchandise exports and imports grew at the same rate of 
23 percent m 1987 with a trade deficit of US * 8,150 
million. In 1987 the exports of domestic oil products fell 
by 2 percent while exDorts of other sectors all together 
grew at the rate of 36 percent- In this year improvement 
in re-exports was also substantial with a growth rate of 
25 percent increase over the previous year. 
The composition of Smgapores exports clearly 
show the positive results of its policies and rapid 
industrialisation. Exports of non—oil products mainly 
induced computers and component, chemicals and garments 
et., and they together accounted for 60 percent of the 
growth of exports m 1987. 
In 1987, imports also grew at a high rate but 
the important feature was that this growth was mainly 
contributed by the semi-manufactured goods imported with 
i. The Far East snd t^ustralssis 1989^ Europa Pub. Ltd. p- 328. 
the aim of re-exports. It included textiles, plastic 
materials and chemicals, computer and electrical parts and 
components etc. However, the rapid capital formation and 
industrialisation also necessitated the import of 
machinery items. 
So far as direction of Singapores' foreign 
trade is concerne, it is highly concentrative in nature 
towards the developed countires and its own neighboures. 
The USA is the main destination of its goods taking a 
share of 24.4 percent of the total exports in 1987, 
followed by Malaysia (22 percent), EEC (12 percent) and 
Japan (9 percent). Singapore is now used by the USA for 
it offshore activities very vigorously which boosted the 
reexports of the country. Japan remained the largest 
source of imports for Singapore followed bv the USA, 
Malaysia and the EEC. 
INDIA'S TRADE RELATIONS WITH PAN-PACIFIC COUNTRIES 
In the first quarter century of the post war 
era, international trade expanded, and steadily brought 
about a progressive opening of world market. Despite 
tariff and non-tariff barrier, the "Most Favoured 
Nations"// clause helped a number of developed and 
developing nations to have access to sophisncated world 
markets. With the passage of time many of the developing 
nations emerged as important exporters and accumulated 
trade surpluses. 
As the terms of trade movec against the 
developed nations, they started retaliating. The 
resurgence of protective pressures and rapid world wide 
inflation became the persistent features of the world 
economy during I'^TSs. The price spiral for agricultural 
and primary products such as oil which were principal 
import items of developed nations and rising wages caused 
inflation and developed countries in general headed 
towards a slow down. In contrast the developing countries 
showed better results with more mining and other 
agricultural products and their export earnings too, 
increased rapidly due to such price spiral. 
Note: 
All the graphs of this chapter are depicted on the basis 
of data taken from 'Direction of Trade Statistics' or 
otherwise mentioned. 
All the Tables of this chapter are compiled on the basis 
of data taken from 'Sttistics of the Foreign Trade of 
India by Countries'. 
From 1974 onwards, macro-economic environments 
of world trade have been characterised by problems of 
current account imbalances, exchange rate instability, 
heavy burden of debt for growing number of developing 
nations and protectionism. The global economy is 
witnessing an era of significant and rapid change driven 
by the rapid commercialisation of the technologies of 
telecommunication, electronic information processing and 
genetic synthesis . 
It may be pointed out that "more trade now 
crosses the Pacific than the Atlantic and this east ward 
shift is a recent phenomenon it is only five or si;; years 
old. from 19S0 to 19S5 the average annual growth rates for 
gross domestic product of Japan, South Korea, Hong—Kong, 
Singapore and Malaysia were more than triple those for the 
United States, West Germany, France and the U.K.'-. On the 
other hand erection of protective barriers by the EEC, 
the naming of India, Japan and Brazil under "Omnibus Trade 
Practices Act" Super 301 by the USA the disintegration 
for USSR and the inception of free trade zone between the 
i- Agrshfsl Rsji Foreign Capital and Economy growth: Strategic 
choice in changing global economy, Foreign Trade Reviettr 
Vol.XXIII-3f act-Dec 88, P. 382. 
2.. C.K^ Dulce: Pan Pacific Business Association, University of 
Nebaraskar U.S.A. 1990. 
United States and Canada. are some of the clear 
indications showing the desperate efforts made by these 
countries to browbeat the strengthening developing nations. 
These factors have forced India to re-design 
her trade policies. It is against this backdrop that an 
endeavour is made in this chapter to analyse India's 
foreign trade with some of the selected Pan-Pacific 
Nations. 
On the basis of historical records, one can say 
that India's trade relations with Pan-Pacific countries 
dates back to Buddhist era. Buddhism left the shores of 
the country much after its initiation, and one of its 
destinations i.e., Japan was reached through Korea m 
larer half of the seventh centurv. With the first 
Buddhist monk, "Bodhisena" Buddhism visited Japan in the 
mid 7th century"^. Thereafter, the increasing interaction 
and access of India goods were introduced into this 
region. The textile was first introduced into this region 
2 
along with Buddhism around the 7th century . 
i- Nsksmiirs H, Indisn influence upon Japanese culture, "Japan 
Quarterly^ Val-IV, p-.l. 
2. Maki M. "Inda—Japanese economies". The Economic Times May 
IPae^, Col,2, P.7. 
On the basis of the review of the 
economics of the selected Pan—Pacific countries, it may be 
pointed out that all of them sire more or less homogenous, 
in terms of their geographic location and the pattern of 
economic growth and the intensity of dependence on foreign 
trade. All the si>; nations while having been selected. 
INDIA'3 TRADE WITH HONG-K'hNG 
Hong Kong is a newly industrialised nation with 
GDP growth rate af 8 percent per annum since 1988,In late^ 
197(Js, pacific region was recognised as one of the thrust 
areas for the direction of India's exports . Keeping m 
view the export potentials at Hong King, India made 
substantial efforts to increase its exports. From the 
given figure it may be pointed out that the growth of 
India's exports to Hong Kon^ made substantial progress, 
although the trend was highly erratic. Over 1978, an 
increase of 49.3 percent was registered. 
India experienced a fall in its exports to Hong 
Kong because of the efforts made by the later to check its 
imports to meet the challenge of energy crises of 1979. 
Initiation of bilateral talks between China and Britain to 
discuss the future of Hong Kong also effected its economy 
in general and its foreign trade in particular. 
1, Asia 1990- Fare Eastern Economic Feviekf, Hong Kong, 
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However with repeated assurances from China and 
desperate efforts made by India, a growth of about 56 
percent was registered during the year 1982. In the 
following two years, marginal increase of exports was 
witnesses: With a negative growth in 19S5, exports again 
jumped with an increase of 61.0 percent and 33.75 in 1986 
and 1987 respectively over the previous years. 
Jk 'It can also be observed from the graph that 
India's exports to Hong Kong, more nr less followed the 
trends in Hong Kong's total imports from the world and 
from the developing countries though with differing 
intensities. It seems that there is an average degree of 
positive correlation between the imports of Hong Kong from 
the world as well as from developing countries and India's 
exports to it. 
During the first year of the last decade on, 
the main component of India's exports to Hong Kong were of 
manufactured goods followed by crude materials,chemicals 
and other related products. Hong Kong imported 
manufactured goods and other items mainly to meet the 
domestic demand, or for re—exports. 
With the rapid industrialisation and increase 
in per capita income Hong Kong also started importing 
consumable atems. The export of food items and animals 
stoci' five fold. Beverage and Tobacco also emerged an 
exportable item to Hong Kong while vegetable oils, fats 
and waxes vanished from the horizon. 
Composition of India's E :port5 to Hong Kong 
(Rs. m ' 0 0 0 crores) 
S.No.; Groups of Commoditv 1978 1987 
4 
5 
6 
7 
3 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials & Inedibles 
etc. (Except Fuels) 
Minerals Fuels, Lubricants & 
related materials 
Animal & Vegetable oils. Fats 
J' Waxes 
Chemicals & Related Products 
Manufactured goods 
Machinery ^ Transposrt 
equipments 
1 6 7 1 1 . ^ 0 
N i l 
59378 .26 
N i l 
4 6 . 5o 
17834 .99 
912286 .29 
2400S.32 
79608 .60 
353 .63 
299061.67 
N i l 
N i l 
! 71783.05 
3129053.53 
: 51552.82 
The peculiar feature of India's exports to Hong 
Kong IS that import of machineries and transport equipment 
IS one of major components of Hong Kong total imports and 
despite the fact that Indian engineering goods 3ire 
increasingly recognised by a number of developed 
countries, no substantial growth could be achieved on 
this front- The reason behind seems that India did not 
launched due publicity campaign to introduce its 
engineering goods and establish goodwill. For the 
purpose of increasing export of such items Indian 
exporters shall Tiake all out efforts to contact the 
wholesalers and establxshed importers of Hong Kong and 
make thexr presence felt in the market. 
So far as exports of Hong Kong to the world and 
developing countries is concern, it is evidenr from the 
graph that there is high degree of positive correlation 
between the growch of Hong Kong exports to the world and 
to the developing countries. In both the case Hong Kong 
has registered growth m every year except m 1982. This 
IS mainly due to the fact that the world has experienced 
recessionary period and despite all out efforts Hong Kong 
too could not escape from reduction m its exports. 
To contain the widening trade deficm caused by 
the escalating oil prices and keeping m view the reduced 
volume of its exports to Hong Kong, India too tried to 
reduce the volume of its imports from Hong Kong m 1981. 
However, m the following years India's imports from Hong 
Kong kept on increasing over the previous years. It may 
be pointed out that gradually the increase m India's 
imports from Hong Kong slowed down substantially. The 
reason for this trend may be attributed to the fact that 
the pattern of Hong Kong's economy in after 1997 is 
rather the predictable and entrepreneurs, finances skilled 
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manpower, are searching for opportunities to make an 
exit from Hong Kong 
The total volume of India's imports from Hong 
Kong was low in 1978. However, the machinery and 
transport equipments with Rs.11.52 crores of which 
machinery was the major components, fetched the highest 
share in total imports from Hong Kong. This was followed 
by Chemicals and Chemical products, manufactured goods and 
crude materials, inedibles etc.,. So in the late 
seventies imports from Hong Kong were mainly of finished 
goods meant essentially to meet the domestic needs of 
industries and provide them high quality goods and to 
maintain the compatibility in international market. 
Composition of India's Import from Hong Kong 
S.No. ; Groups of Commodity 1978 19S: 
4 
5 
a 
7 
a 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials 8t Inedibles 
etc. (Except Fuels) 
Minerals Fuels, Lubricants S< 
related materials 
Animal & Vegetable oils. Fats 
& Waxes 
Chemicals & Related Products 
Manufactured goods 
Machinery & Transposrt 
equipments 
1182.39 
Nil 
4536.36 
0.96 
668.15 
16934.56 
15405.65 
115215.21 
49104.71 
31.03 
61580.17 
Nil 
Nil 
50950.32 
! 259775.42 
321337.01 
By the year 1987, the composition of India's 
imports from Hong Kong has substantially changed. With 
the massive campaign launched by the Sovernment of India 
for import substitution, rapid development of domestic 
chemical engineering industries and technological 
advancement, the first two items in terms of value in 1^78 
lost the ground relatively and could barely increased 
about three fold each. Domestic availability of and 
vegetable oil, fats and brought an end to import of these 
items by the year, 1987. 
The most striking development is a sharp rise 
m the value of imports of food items during the period 
valuing Rs.4.91 crores in 19B7 registering a total 
increase of 40 time over 1973. Beans and peas along with 
moong were the major components with R5.2.29 crores and 
Rs.Z.lS crores respectively. It may further be pointed 
out that import of manufactured goods also recorded a 16 
fold increase, reaffirming the entrepot status and 
geographic locational advantage of Hong Kong. 
However, the pro—democracy movement in China on 
4 June 1989 culminating in military action in Peking and 
some of the major cities of China and subsequent nation 
wide crackdown on political dissidents took the heat off 
the Hong Kong economy at a point when it was in danger of 
boxling over, and the growth of its gross domestic product 
and exports etc- declined substantially. The factors 
together cost a gloomv shadow over the future of the 
colony -
There is a confidence crisis m Hong Kong and 
the entrepreneur and financiers have started emigration 
despite China's assure ox maintaining the economic status 
quo. So it may be interpreted that on short run export of 
Hong kong will be checked because of the politico—economic 
conditions or the country, while on the long run, the 
researcher feels that it is almost impossible to predict 
anything concrete. However if things remain as stated 
above, it is sure thar the scope of e x p o m n g goods to 
Hong Fong will not decrease while imports may shrink. 
Hence it is important that India must try to step up its 
exports to Hong Kong vigorously that may on the long run, 
even lead to achieve a favourable trade balance with Hong 
Kong. 
India's Trade with Indonesia 
In the post independence era, Indonesia mainly 
relied upon the export of petroleum products to meet its 
foreign exchange requirements with the collapse of oil 
prices m the international market Indonesia's growth 
prospects were shattered- and the countr-/ restructured 
its economic policies. The emphasis was shifted from 
exporting petroleum products to manufacturing goods and 
other non—oil exportable items. For this purpose foreign 
investors were encouraged to invest in the country so as 
to achieve the national goal of accelerated economic 
growth. 
So far as Indonesia's export to the world is 
concerned it was of erratic nature.The upsurge in oil 
prices in 1979 resulted in substantial increase in 
Indonesia's total exports to the world, registering a 
growth of 33.81 percent in 1979 and 44.34 percent in 19S0 
over the respective previous years. The i«»crld witnessed 
recessionary trends in trade because of increasing 
protective practices adopted by developed countries. The 
oil prices dropped abruptly and Indonesian's plans came 
under crisis due to resource crunch and erosion of 
foreign exchange earning from petroleum sector. Since 
1982 Indonesia recorded negative growth of its export to 
the world and it kept on declining upto 1986 reaching to 
its lowest ebb to US$ 11071 million . 
However in mid eighties Government offered 
successive deregulation packages with the object of 
INDOESIA'S EXPORTS TO WORLD. DEVELOPING COUNTRIES /^D i m i A 
-3o 
Oev'IOPing Courlri«» 
India 
attracting foreign investors to introduce greater degree 
of competition and improve the quality of goods.' Surging 
Japanese Yen also helped the country to have competitive 
edge over the others and its exports of manufactured goods 
and value added products increased considerably. 
Indonesia's export to developing countries maintain its 
share in the total exports of the country. 
Indonesian exports to India more than doubled 
over the period under study . It is evident from the 
attached graph that exports to India had a fluctuating 
trend having no correlation with the total export of 
Indonesia, recording positive and negative growth rates 
almost at every alternate year. The trend suggests that 
in the absence of appropriate marketing efforts by 
Indonesia its volume of exports to India could not 
increase at a desired rate. 
Upto 1978 Chemicals and other related products 
topped the list of exports to India followed by food 
items, crude materials and inedibles and animal and 
vegetable oils, fats and waxes etc. But later on the 
composition of Indonesia's exports to India underwent a 
seachange. The export of manufactured goods which was 
only Rs.two lakhs in 1978, increased to Rs.37.95 crores m 
the year 1987 while the export of chemicals and related 
products, siided down to third position followed by crude 
materials, inedibles and food items etc. 
Composition of India's E>;ports to Indonesia 
S.No. Groups of Commodity 1978 1987 
4 
5 
6 
7 
8 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials ?' Inedibles 
etc. (E;;cept Fuels) 
Minerals Fuels, Lubricants & 
related materials 
Animal 8^  Vegetable oils. Fats 
& Waxes 
Chemicals & Related Products 
Manufacturea goods 
Machinery S( Transposrt 
equipments 
589410.51 
719.66 
6361.65 
Nil 
Nil 
18041.72 
64828.29 
102931.93 
32.22 
Nil 
59963.81 
Nil 
67.53 
69890.89 
: 26169.59 
48212.93 
The price rise of petroleum products and its by 
products provided abundance of foreign exchange and 
Indonesia's import from the world increased considerably . 
Gradually the strain on foreign exchange was felt by the 
country as the oil prices crushed heavily and the world 
experienced recession. Protective barriers were 
intensified and Indonesia was no exception it also 
adopted restricted import policy resulting in negative 
growth of imports from the world. However, Indonesia's 
import from the developing countries grew at a much faster 
rate up to the year 1983. Since 1984 its imports from 
developing countries too, contracted. 
Indonesia's import from India had an erratic 
trend during the period under review . Its total import 
from India increased m the first three years of the 
decade, reaching to its zenith i.e., U.S$ 137 million m 
19S3. Thereafter India kept on loosing even its meager 
share m the Indonesian market with an exception of two 
years. The reason may be attributed to the fact that 
Indian exporters did not made an ail out effort to explore 
the Indonesian market to fully exploit the emerging 
opportunities. Indonesia headed towards a rapid 
industrialisation but Indian engineering industry could 
not encash the opportunity. In 1973, the main component of 
Inaonesia's import from India was food items and live 
stock ,followed by imports of machinery and other 
transport equipments. Indonesia imported manufactured 
goods also. Mineral fuels, lubricants, aninal and 
vegetable oils, fats and waxes were not imported by 
Indonesia from India. 
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Composition of India's Import from Indonesia 
S.No. Groups of Commodity 1978 1987 
4 
5 
6 
7 
8 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials & Inedibles 
etc. (Erjcept Fuels) 
Minerals Fuels, Lubricants Sc 
related materials 
Animal & Vegetable oils. Fats 
&. Waxes 
Chemicals ?< Related Products 
Manufactured goods 
Machinery & Transposrt 
equipments 
6041.69 
Nil 
2481.54 
Nil 
2454.69 
91330.97 
204.76 
11.150 
29230.62 
Nil 
96624.76 
Nil 
238672.7'' 
214747.7=? 
379519.63 
1708.56 
However, in 1987 import of food items which was 
earlier on the top of the list, almost vanished. Export 
of crude materials and inedibles to Indonesia grew ten 
fold while machinery and transport equipments lost half 
of their share acquired ten years back. 
It will not be out of context to mention that 
Indonesia suffered sever jolts caused by oil price crash. 
But now Indonesia is advancing to more solid ground with 
the help of foreign investors who have rushed into the 
country in late 1980's to take advantage of low wage 
structure, competitive tax rates and increasingly 
accommodating investment climate. Hence prospective 
investors flooded to Indonesia from Japan, South korea and 
Singapore etc. the withdrawal of US generalised system of 
preferences from Asia's newly industrialised nations. 
Indonesia is fast emerging a potential export market for 
Indian goods. India may have joint ventures and may also 
avail the services offered by the established agencies of 
Indonesia and exploit the opportunity to export in bulks. 
INDIA'S TRADE WITH JAPAN 
By the end of the Sth decade of century Japan 
clearly a recognised the fragile nature of its economy. 
The overcome such in justice of the nature to the country 
Japan decided to attain the objectives of 
1. Diversified economic relations, and 
2- Overcoming the limitations of natural resources and 
energy. 
Simultaneously, India in order to achieve self 
sufficiency and social justice resolved to adopt the 
policy of least foreign aid, maximum import substitution 
and export promotion. The fruits of economic growth were 
to be distributed equitable. / 
Since 197S onward INDO-Japan bilateral trade 
relation expended, however the world witnessed recession 
and the world trade stagnated. It can be observed from 
the graph that Japan expended its exports to the world 
through out the period under consideration except in 1982 
when it recorded in negative growth rate of 8.62^. It can 
further be pointed out the Japan's exports to the 
developing countries follow almost the same trend as that 
of the world. // 
It will not be inapt to mention that Japan's 
export to the developing countries recorded negligible or 
even negative growth rate during 1980s. While Japan's 
export to India grew relatively at a batter rate. A sharp 
decline of 13.64% in 1984 a'^er the previous year was 
mainly because of acute political crises in India. A / / 
With the emergence of Mr. Rajiv Gandhi as the 
Prime Minister of India, liberalisation process was 
initiated and Japan took full advantage of its. Heavy 
import of technology in automobile and other fields also 
led to huge imports. In 1985 and 1986, the import of 
transport equipments recorded and all time high share in 
the total imports from Japan. Due to domestic 
availability import of animal and vegetable oils and waxes 
etc vanished from the list. Chemical imports too could 
increase only three fold of the period of ten years 
because import substitution and the policy of Japan to 
shift the production base of such industries overseas. 
However the import of machineries and transport equipments 
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continued to be the major component to meet the grcwxng 
requirements of Indian industries to maintain the 
compatibility. 
Somehow the composition of India's import -^ rom 
Japan remained more or less unchanged over the period 
under considerations. Beverages and tobacco emerged as 
import items marginally while import of animal and 
vegetable oils, fats and wa:;es vanished from the lisi of 
imports. The import of manufactured goods could onl/ be 
doubled over the period. The chemical and the fact that 
Indian chemical industry accelerated its production and is 
now capable to introduce items of international standards 
and at very reasonable cost. 
Composition of India's Imports from Japan 
S. No. ; Groups of Commodity 1973 1^37 
4 
5 
6 
7 
8 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials & Inedibles 
etc. (Except Fuels) 
Minerals Fuels, Lubricants & 
related materials 
Animal & Vegetable oils. Fats 
& Waxes 
Chemicals & Related Products 
Manufactured goods 
Machinery & Transposrt 
equipments 
631.60 
Nil 
1015611.50 
1799.84 
59406 
748784.93 
2756683.9 
1511244.4 
18334.91 
194.12 
626169.31 
97441.64 
Nil 
1637244.33 
6496062.87 
15234196.30 
However import of mineral fuels lubricants and 
related materials went up five times and import of 
machinery and transport equipment grew ten times 
suggesting that India's imports were mainly guided by the 
economic policy of the country i.e. to import the goods to 
meet the behooved trend of the expanding economy and 
accelerate the economic growth of the country. 
Despite the most publicised programmes of 
economic liberalisation and the relaxations in import 
policy Japan's imports from the world could not register 
any substantial growth over the period under review, 
mainly due to stiff competition from the domestic 
producers almost in every sphere of economic activities. 
However Japan's ambition to influence the world opinion in 
its favour and the need to import the items of traditional 
nature like raw material etc, its import from developing 
countries registered a bit higher growth rate item that of 
the world. 
The better part of the story is that India has 
registered sharp growth of its exports during the period 
under review with scanty natural resources Japanese 
economy was jolted because of energy crises of 1979. That 
is why in the next two years of 1980 & 1981 Japan recorded 
negative growth in its import from India. Thereafter with 
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increasingly liberalised import policies of Japan, with 
differing intencities India recorded positive growth rate 
m its exports. 
In the year 19"^8 because of scares domestic 
resources Japan had to import crude materials and 
medibles etc from India amounting to rupees 230-4^ crores 
closely followed by the import of food items. The 
phenomena was a natural out come of the huge demand of its 
industries. Export of manufactured goods including 
textiles, gems and jewellery etc also fetched a 
considerable share in the total imports of japan from 
India. 
Compcsition of Inoia's Exports to Japan 
(Rs. in'000 crores) 
I. No. Groups of Commodity 1973 1987 
4 
5 
6 
7 
a 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials & Inedibles 
etc. (Except Fuels) 
Minerals Fuels, Lubricants & 
related materials 
Animal & Vegetable oils. Fats 
& Waxes 
Chemicals & Related Products 
Manufactured goods 
Machinery & Transposrt 
equipments 
1397589.60 : 3998938.39 
102599.43 
2394479.01 
367.85 
46011-37 
81640.71 
1215602.20 
9945.63 
11273.35 
5171511.02 
Nil 
101085-50 
165157.33 
3461837.79 
14804.65 
By the year 19S7 as shown in table 4. the 
composition of exports to Japan could not changed 
substantially crude materials and inedibles etc remained 
on the top of the list followed by food items and 
manufactured goods. During 1980s, share fisheries and 
lobsters increased these shares considerably in. the total 
food items while textile and gems and jewellery including 
diamonds fetched bigger share in the manufactured goods 
exported to Japan-
However the most striking feature of the whole 
affair is that India engineering goods which are much in 
demand in the world market could not make their presence 
felt in the Japanese market while beverages and tobacco 
loss their market and their value shrink to almost half in 
1987 as against the export of 1978. The researcher feel 
that this is so because of lower marketing efforts by 
Indian exporters. 
XKdia's Trade With Republic of Korea 
The success of the republic of Korea in 
achieving consistantly high growth rate over the last 
quarter century has been widely acknowledged. Its highly 
export oriented economy wherein exports form 40 percent of 
gross domestic product has provided the main stimulus for 
growth. The major factor behind this impressive export 
led growth performance has been the country's ability to 
maintain its export competitiveness, despite increasing 
real wages, exchange rate adjustments. 
South Korea's export performance with the 
world was good during this period on account of oil crisis 
m the year 1''79, and a slowdown in the world economy 
South Korea's exports to the world recorded marginal 
decline during the years I'^ Sa and 1981' but thereafter 
with marginal ups and downs it registered continuous 
growth m its exports to world. In fact the lack of 
collective action on the part of the trade unions ensured 
that nominal wages did not rise too rapidly, while 
productivity increases permitted moderate growth m real 
wages. 
South Korea's exports to the developing 
countries also followed the same trends xn this decade 
with a few marginal deviations. In the early three years 
of this period the increase in the growth .rate of 
exports to developing countries declined followed by even 
a negative growth of 2.49 percent in the year 1982. 
Thereafter Korea registered 26.01 percent growth in its 
exports to the developing world. India too made strong 
recovery in its imports from South Korea. Except a 
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negative growth of 39.38 percent in 1980 to avert the 
balance of payment crisis caused by oil crisis, India's 
imports from South Korea upsurged . 
In the year 1978, India's imports from more 
than 90 percent of the total imports from country. It 
was followed by the import of crude material inedibles. 
Chemical and related products and machinery etc. While 
food, beverage and tobacco, mineral fuels, lubricants and 
animal and vegetable oils etc did not find place in the 
list of South Korea's' exports to India. 
Composition of India's Imports from Republic of Korea 
S. No • Groups of Commodity 1978 1987 
4 
5 
6 
7 
8 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials «t Inedibles 
etc. (Except Fuels) 
Minerals Fuels, Lubricants & 
related materials 
Animal & Vegetable oils. Fats 
& Waxes 
Chemicals & Related Products 
Manufactured goods 
Machinery & Transposrt 
equipments 
Nil 
Nil 
18179. 
Nil 
Nil 
6210. 
378307. 
2231. 
46 
.38 
12 
.04 
253268.16 
Nil 
243013.08 
1476.50 
: Nil 
; 630060.73 
; 958779.18 
11179820.89 
However, in 1987 the total exports of South 
Korea to India increased eight times and the composition 
underwent a seachange. Share of manufactured in 1978 
while machineries and transport equipments gained the 
inflow into India by 528 times against the year 1978, 
import of Chemical and related products too recorded 1013 
fold increase. From the given table an enormous increase 
in imports of food items from South Korea is also evident 
while an small amount of mineral fuels, lubricants etc., 
also started coming in from South Korea. 
After the oil crisis of 1979, the world 
experienced recession and with the emergence of increasing 
protective measures, the total world trade shrinked and so 
was the case of the import of South Korea. However, with 
the strengthened Korean currency Won , imports from all 
over the world found way to South Korean markets and there 
after the growth in its imports were continuous. With 
small deviation, imports from developing nations also 
followed the same it pattern as that of the imports from 
the world. But its imports from India experienced an 
erratic trend (Fig. ) registering a decline in the year 
1980 over the previous year while in the very next year it 
recorded an increase of 64.22 percent. In the subsequent 
years the growth rate relatively declined. Somehow with 
the resurgence of economic activities since 1986, and 
India's policy thrust on increase exports prepared 
conducive atmosphere once again and South Korea's total 
SOUTH KOREA'S IMPORTS FROM WORLD, DEVELOPI^)G CXUNTRIES IW \ m ^ 
I j Won 
I j Ocvc loplng 
Country 
r 1 India 
imports from India started increasing relatively. 
In 1978, composition of India's exports to 
South Korea was of traditional nature consisting mainly 
food items and live stock chiefly for food, crude 
materials and inedible etc., in bulks. These two were 
followed by manufactured goods. 
Composition of India's Exports to Republic of Korea 
(Rs. in'000 crores) 
S. No. ; Groups of Commodity 1978 1987 
4 
5 
6 
7 
3 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials & Inedibles 
etc. (Except Fuels) 
Minerals Fuels, Lubricants & 
related materials 
Animal & Vegetable oils. Fats 
& Wa>:es 
Chemicals & Related Products 
Manufactured goods 
Machinery & Transposrt 
equipments 
200969.28 1103116.60 
Nil 
176320.99 
Nil 
4985.77 
1097.30 
57616.48 
6003.35 
Nil 
: 711705.44 
Nil 
3935.75 
19557.73 
195493.42 
24378.40 
But the year 1987, India made substantial and 
desirable compositional shifts in its exports to South 
Korea. With the development of Indian Chemical and 
Engineering Industry, the share of these two increased in 
the South Korean list of imports from India. The growth 
of export of manufactured goods was also consistent over 
this period. 
India's Trade with Malaysia 
Malaysia can no more cling to the term recovery 
as during late 1980s, Malaysia is one of the fastest 
industrialising country m the world as its per capita 
national income rose above U.S.* 2000,even the economist 
and politicians still loath to admit that NIC status is 
around the corner.So that it can avail concessional import 
tariffs and generalised system of preferences for few 
more vears. 
Malaysia is a country blessed with a plethora 
of resources including petroleum. The oil crisis of 1979 
and the world wide precession did not had much impact as 
it has on other countries during this period . Malaysia 
registered strong recovery in its export to the world 
during 1979 and 1980. With the beginning of the 
recessionary period m 1981 the country recorded negative 
growth m its exports to the world but immediately 
adjusted its economic policies accordingly and gradually 
increased the growth rate of its exports m the subsequent 
three years. However, a meager negative growth as shown 
in the given graph was registered followed by an increase 
of 28.31 percent m 1987. 
It can be observed from the graph that 
percentage variation in its exports to the developing 
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countries registered positive growth for number of years. 
However, the trend was same as that of the world and 
e;;cept the year 19B5 and 1986 Malaysia had high growth 
rate in its exports to the world, as Malaysia gave 
substantial weightage to export its manufactured goods to 
the developing countries. 
Malysia's exports to India have an erratic trend, 
which were opposite to the trends m Malaysia's export 
to the world and to the developing countries. The 
researcher feel that because of India's meager share m 
Malaysia's total exports the later did not give due 
weightage to enhance its exports to India. With the 
emerging recession m the early 1980's Malaysia started 
diversifying its exports resulting an increase m its 
exports to India too. 
In the year 1978 export of food items to India 
was meager while that of beverages, tobacco, mineral 
fuels, lubricants and other related products were absent 
from the list of Malaysia's export to India. Animal and 
vegetable oils, fats and waxes top the list of exports to 
India as palm has sown by the farmers everywhere in the 
country because of substantial returns on it. It was 
followed by crude materials inedibles and manufactured 
goods. 
Composition of India's Import from Malaysia 
s.No.; Groups of Commodity 1973 1987 
4 
5 
6 
/ 
3 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials & Inedibles 
etc. (Except Fuels) 
Minerals Fuels, Lubricants 5' 
related materials 
Animal & Vegetable oils. Fats 
.?r Wa>;es 
Chemicals & Related Products 
Manufactured goods 
Machinery Sr Transposrt 
equipments 
3762.47 
Nil 
257237-53 
Nil 
1334844.00 
20531.365 
164069.66 
27625.24 
65973.71 
Nil 
1493075,84 
76600.00 
3391565.21 
75300.62 
296625.48 
15460.60 
During their ten years the composition of 
Malaysia's exports to India experienced changes and 
variations. Mineral fuels, lubricants etc. was an 
addition to the list of exports to Indisi. Animal and 
vegetable oils, fats and waxes though maintain their top 
position but over the decade under review it could not 
grow even two fold. While the relative share of crude 
materials and inedibles grew about six times. The reason 
attributed to this trend is that the commercial farming of 
palm oil is displaced with the farming of rubber. 
However, export of manufactured goods also could not make 
substantial increase. 
It may further be pointed out that the exports 
of chemicals to India did not increase at a fast rate and 
machinery transport equipments recorded even a lesser 
increase . This is so because of the fact that India's 
chemical as well as engineering industry has developed a 
lot, and now has earn international fame and goodwill. 
From the graph of opposite page it is evident 
that Malaysia's imports from the world registered 
relatively lesser growth over the previous years and there 
was even a negative growth m 1985 and 1986. Similar 
trends an also noticeable in the graph regarding 
Malaysia's imports from the developing countries. With the 
emergence of Malaysia as one of the strong industrialised 
nations, and the development of different sectors of the 
economy but still availing the status of develcomg 
countries and benefited by generalised system of 
preferences caused shrinkage in Malaysia's imports as a 
logical consequence. However, with differing intensities 
Malaysia's import from India also followed the same 
pattern in the said period-
By the mid eightees economists and thinkers 
started pointing out these trends in Malaysia's foreign 
trade. . The international community started presume 
Malaysia to restructure its economic and trade policies. 
BY the end of 1985 Malaysia was forced to give liberalised 
economic package, which once again vivified the growth of 
WLAYSIA'S m m S FROM WORLD, DEVElJOPI^ G COUNTRIES AND IISDIA 
Malaysia's imports from the world and the developing 
countries. 
Malaysia imports a variety of items from India. 
The list of India's exports to Malaysia in 1978 was headed 
by machinery and transport equipments, Malaysia imported 
them in order to meet the growing developmental 
requirements of its economy. E>;port of food items to 
Malaysia acquired the second position followed by 
manufactured goods and chemical and related products. 
While e>;port of mineral fuels, lubricants, animal and 
vegetable oils alongwith beverages and tobacco had a 
meager share in India's total export to Malaysia. 
However, by the end of the decade the 
composition and the relative weightage of each item in the 
total changed substantially. The process of 
industrialisation reached almost its zenith and the export 
of India engineering goods which topped the list in 197S 
have lost the Malaysian market markedly and shrinked to 
about one third of its earlier share while the export of 
manufactured goods gain the momentum and were doubled 
during the decade . 
The rapid industrialisation of the country 
and the use of cultivated land in the production of palm 
oil plants and rubber plants on the commercial basis 
mitigated the scope, of capital investment in agricultural 
sector to produce food items. Hence Malaysia has to rely 
upon the import of food items to feed the domestic demand. 
Malaysia's commercial production of rubber and 
palm oil inclined it to export more of crude material and 
inedibles registering a growth of about ten fold during 
the period under consideration. While because of 
strengthened industrial base the export of chemical and 
related products also increased about two and a half fold. 
Composition of India's Exports to Malaysia 
(Rs. in'000 crores) 
S.No.; Groups of Commodity 1979 1987 
4 
5 
6 
7 
8 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials & Inedibles 
etc. (Except Fuels) 
Minerals Fuels, Lubricants & 
related materials 
Animal & Vegetable oils. Fats 
& Waxes 
Chemicals & Related Products 
Manufactured goods 
Machinery & Transposrt 
equipments 
123461.00 
863.17 
5432.41 
38.33 
817.22 
14978.69 
80068.25 
192412.63 
442906.85 
1742.96 
57127.41 
Nil 
16488.70 
36762.38 
165135.30 
75820.19 
So India is loosing market of finished and value 
added products while items of traditional nature are 
gaining ground. Since it is expected that Malaysia will 
assume the status of developed nations and will become the 
member ofbig boys" club and hence a number of import 
liberalisation packages are expected to be advanced by the 
country, attracting foreign exporters to exploit this 
opportunity- So it is high time when India should 
establish its goodwill before the competition gets stiffer 
at Malaysia. 
India's Trade With Singapore 
Singapore is the smallest territory among the 
Pan Pacific nations included in this study . It has 
recorded an 11 percent G.D.P. growth rate during 1988. 
In the early plan of this decade Singapore's 
total exports to the world registered substantial growth 
with an increase of 40.53 percent in 1979 over the 
previous year while in the next year increase was again as 
high as 36 percent. Infact it was the time of oil crisis 
and Singapore played its role of a entrepot island in 
importing and then exporting the fuel efficient machinery 
and other transport equipments. During this period strong 
recovery of the US economy also gave a substantial boost 
to the Singapore's export. 
During 1980s the world witnessed recessionary 
trends in international trade and emergence of increasing 
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protectionism and consequently Singapore's total trade to 
the world registered small or negative growth rate in its 
exports. But after recovery Singapore's exports to the 
world increased at a high rate of 27.11 percent. 
Singapore's exports to the developing countries 
registered even higher growth. In 1979 the increase was 
44 percent while in 1988 it was about 46 percent. The 
graph shows that even in the period of recession 
Singapore's export to the developing countries kept on 
increasing, though only marginally. In 1985 and 1986 
Singapore's export to the developing countries registered 
negative growth but again Jumped up with a growth of 21 
percent in its export in 1987. 
With little variations as shown in the graph 
Singapore's exports to India followed almost the similar 
trends as that in its export to the developing countries. 
In the year of oil crisis India made desperate efforts and 
hence the growth in the first two year of this period was 
as high as 48.5 percent in 1979 and it almost doubled 
during the next year. Thereafter to contain the trade 
deficit India reduced its imports from Singapore. 
During 1978 the total value of imports from 
Singapore was low. Animal and vegetable oils, fats and 
wa;;es topped m the list of India's import from Singapore 
which was followed by the import of crude materials and 
inedibles, manufactured goods and machineries and 
transport equipments. 
Composition of India's Import from Singapore 
S.No, Groups of Commodity 1«?7S 1^87 
4 
5 
6 
7 
S 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials & Inedibles 
etc. fE::cept Fuels) 
Minerals Fuels, Lubricants & 
related materials 
Animal & Vegetable oils. Fats 
& Waxes 
Chemicals & Related Products 
Manufactured goods 
Machinery & Transposrt 
equipments 
6202.95 
69.94 
76166.85 
0.80 
54068.19 
15337.21 
60002.35 
36310.52 
126675. 
1065. 
507686. 
Nil 
84634 
; 270303 
27709O. 
1240963 
28 
28 
.39 
4o 
.04 
Somehow Singapore's composition of exports to 
India under went a seachange. The import of animal and 
vegetable oils slided down with regarded to its share m 
the total and was displaced with the imports of machinery 
and transport equipments. This was followed by the import 
of crude materials and inedibles. It may further be 
pointed out, that, despite the strong development of 
Chemical Industry in India, the import of Chemical product 
Jumped up about 18 times le. about 20 fold. These trends 
put together simply confirms its effluent service sector. 
its entrepot status along with the Geographic located 
advantage of geographic location. 
Since Singapore has small account of natural 
resources and population its domestic demand was not too 
high to influence the trends in imports. Most of the 
goods were imported into Singapore with the aim of re-
export in some value added form. So almost during the 
decade under review imports from the world and from 
developing countries followed the similar trends in its 
exports to the world and to developing countries. 
However, the industrial development at 
Singapore forced the country to import goods which are 
intermediary goods in order to add value and re—export. 
India is also trying to take advantage of the entrepot 
status of Singapore. So Singapore's imports from India 
registered substantial growth during the early period 
under consideration. Though it declined over the next 
year, because of political crisis with the assassination 
of Mrs. Indra Gandhi and which heavily distorted the 
economic activities of India. 
In 1978, Singapore's imports from India 
included manufactured goods which were mainly imported to 
re—export then to other countries. It was followed by the 
sim^i^t'S i^ P^o:<TS 7wy\ vrr:Ln, pn/EiOFir\K ca«vTRiFS t w INOIA 
- J 4 
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import of food items from India asyfegriculture sector of 
Singapore was only capable to feed about 1.73 percent of 
the domestic demand for food items. 
Further the list also included the import of 
machineries and transport equipments, and crude materials 
and inedibles etc. But mineral fuels, lubricants and 
related materials were not exported to Singapore by India. 
Composition of India's Exports to Singapore 
3. No. Groups of Commodity 1978 19S7 
4 
5 
6 
7 
S 
Food and live animals chiefly 
for food 
Beverages and Tobacco 
Crude Materials Sc Inedibles 
etc. (Except Fuels) 
Minerals Fuels, Lubricants & 
related materials 
Animal & Vegetable oils. Fats 
& Waxes 
Chemicals & Related Products 
MaVjufactured goods 
Machinery & Transposrt 
equipments 
177825.89 
1164-06 
47195.06 
Nil 
13856.64 
23491.99 
336401.52 
96227.44 
691520.20 
1453.82 
97833.24 
214.90 
1811.79 
71345.06 
1652244.17 
:389451.00 
However, the composition of India's exports to 
Singapore remained more or less unchanged during the 
period under consideration. Export of food items and 
machinery and transport equipments grew four times each. 
While exports of Chemical and related products and 
manufactured goods could only double its volume. Though 
meager in terms of value mineral fuels, lubricants and 
other related products also emerged on the list of goods 
exported to Singapore in 19B7. But somehow the e;;port5 of 
animal and vegetable oils and fats etc., experienced a 
heavy cut due to increasing consumption and demand in 
Indian markets.//' 
V^r 'rom the foregoing discussion it may be summed 
up that the nations under consideration of Pan—Pacific 
region had experienced varied trends in their respective 
trade with India. The period covered was a crucial one as 
it witnessed an energy crisis of 1979 with sky-high prices 
of petroleum products followed by the recession in the 
world economy and collapse of oil prices during mid 80s 
and then again a relative recovery in the economies and 
the foreign trade of different countries. 
Despite all the constraint, it can be concluded 
that, India maintained its overall share in the foreign 
trade of these countries despite ups and downs . Its 
composition of exports as well as imports with all these 
countries underwent a . Further, it is analysed by the 
researcher that there is a vast scope ahead to expand 
India's exports to these countries and also rationalise 
the composition of our imports. Hence it is high time 
that India should approach these markets with better 
quality and cheap goods and try to capitalise available 
opportunities at hand to the full. 
Hirsc 
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1973 
1979 
1980 
19S1 
1982 
59.03 ' 
57.28 
61.23 
68.52 
61.93 
56.49 
57.31 
58.39 
, 56.87 
58.84 
1983 
1984 
1985 
1986 
1987 
59.08 : 57.26 
59.62 ; 50.1=5 
64.65 ; 57.03 
69.07 ; 63.04 
65.14 ; 58.83 
Hirschraan Index shows that during this period 
India's exports got concentrated within the Pan Pacific 
nations, because of exceptional growth of India's export 
to Japan. However, during the last year of the decade 
I.e., in 1987 because of considerable growth India's 
export to South Korea and Malaysia the geographic 
concentration marginally decline. While according to the 
index m India's Imports from the Pan Pacific nations 
maintained the level of geographic concentration, as its 
imports from ail the countries under consideration grew 
with the same ratio, although with meager deviations. 
Hence on the basis of foregoing discussion it 
may be concluded that though india's trade with the 
nations of this region except with Japan are 
insignificant, but keeping in view the growing importance 
of this region attention is required to expand India's 
trade with these countries. 
INDIA'S EXIM POLICY 
To have a synoptic view of India's trade 
relations, it is necessary to discuss the salient features 
of its trade policy since independence, as it has under 
gone seachange since then.The partition led to scarcity of 
raw materials and food grains etc< resulting in restricted 
export policy on the one hand, while depleted foreign 
exchange reserves made the scope of imports very limited. 
The initiation of planning,, which advocated rapid 
industrialization during all the plans except the first 
one also had vital impact on India's trade policy.The 
forces all together compelled the planners to adopt 
measures to expand exports at a faster rate and also to 
try to rationalize the imports in such a way that they 
could ultimately help the country to maintain its 
competitive strength and boost exports. 
INDIA'S EXPORT POLICY 
In the pre-independence phase India's exports 
largely consisted of the items of traditional nature aimed 
at nurturing the British industries. At the time of 
independence India had enough of sterling balances which 
were accumulated during the war period and were designed 
to beutilised for the industralisation of the country due 
to Partition, Indian industries faced acute crisis of raw 
material and the agricultural produce also went down,than 
India had to the , adopted restrictive export policy. Low 
infrastructural facilities, shy private capital, low 
quality goods with a very low degree of industrialisation 
and above all there was total lack of export consciousness 
resulting in the neglect of exports. Growing strength of 
domestic demand was another factor restricting the growth 
of exports of the country .As s result of these factors 
the hard earn sterling balances were used in meeting 
foreign exchange crises.With the process of 
industrialisation initiated since the Second Plan, the 
government made heavy imports which caused outflow of 
foreign exchange. 
To meet the growing requirement of foreign 
exchange in order to meet import requirements, the 
government adopted exports promotion policies. However, 
due to various factors , India faced several problems in 
international markets and it had toentered into bilateral 
trade agreements with a number countries to overcome this 
problem and expand the volume of its exports. 
1. Bhagt^fsti. J.N and DessifP India: Planning for 
Industrialisation^ Oxford University Press, London, U.K. 1970. 
p 368. 
With the passage of time export duties on raw 
jute, raw cotton, black pepper and magenese ore etc. were 
abolished. Still greater emphasis was laid on the need of 
increasing exports and apart from reducing export duties 
various export promotion measures were adopted . By the 
end of Second Plan the government removed export 
restrictions on 200 items, export quota were fixed and 
export promotion councils and State Trading Corporation 
etc. were set up. Some of fiscal concessions were also 
provided to the exporters to boost the exports of the 
country. 
In the year 1962, Mudaliar Committee had 
recommended that every year an annual export plan should 
be drawn up. It also recommended to grant incentives such 
as remission m income tax and rebate of 25 percent on all 
the goods meant for exports'^. 
On June 6, 1966 the Indian rupee was devalued 
to overcome the foreign exchange crises.its objective was 
to promote exports and restruct imports.The various fiscal 
measures did not yea'id the desired result and,However as a 
l.Sxnghf Msnmahan: India's Export Trends, 1964, Clarendon 
Press, Oxfordr pp- 337-J3S, 
2. Ghosh Alok: Indian Economy, Its Nature and Problems, World 
Press Pvt. Ltd,, Calcutta, 1978, p. 676. 
whole, devaluation had an adverse effect on the gross 
1 2 
barter terms of trade and price level. . 
During 19605, many incentives were provided to 
e>fporters, in the form of permission of imports of raw 
materia.ls and components. In 1972 an Export policy 
Resolution was approved by the Parliament which outlined 
the role of different sectors of the Indian economy in 
exports. Import policy was further liberalised and the 
principle adopted was 'import more and export more'. 
By the end of 1970's the government adopted a 
comprehensive export policy resolution, which envisaged 
provisions designed to promote investment in the country 
and development of the promising sectors of the economy 
for higher exports. The manufacturers-exporters were 
given facilities for use of Replenishment License Scheme 
with the ceiling that single item value (import in RPE) 
not to exceed Rs. 1 lakh. Various additionalfiscal and 
promotional measures like Cash Compensatory schemes, Duty 
Drawback etc. were adopted with the aim of making greater 
dent on the international market. 
1. Report on Currency and Financef Government Of India 
Publishers,, 1969-70, pp. 149-150. 
2. Economic Survey 1970, p. 128. 
Among the promotional measures and important 
development is the setting up in June 1986 of a "Cabinet 
Committee on Exports" headed by the Prime Minister Mr. 
Rajeev Gandhi"'- to provide a new direction and dynamism to 
the country's export efforts and to inspire confidence 
among the exporting community.This committee strongly felt 
the need to up grow technology to improve quality of goods 
to the exported and to thi$ end, import of machinery and 
equipments was allowed under QGL, either duty free or on 
concessional rates of duty. This facility was specially 
made available to sectors where indigenous machinery and 
equipment were not available and they have export 
potentials like, leather manufacturers, ready-made 
garments diamond cutting £<nd polishing, processing and 
packaging of marine products and modern coffee curning 
etc. 
In the area of export promotion measures 
availability of export credit at further concessional 
rates of interest and supply of raw materials at 
international prices under the International Price 
Reimbursement scheme were also important developments 
during the 1980's. Pre-shipment and Post -shipment credit 
1. Verm& M.L. Changing Complexion Of India's Foreign Trade; 
Foreign Trade Review vol ^ Oct- Pec.198^. A/ew Delhi, p.J32. 
was also made available to all the exporters at 
concessional rate of 9.5 percent for a period of 180 
days. 
However, under the current 'Export -Import 
policy' to make a more conducive environment for export, 
further liberalisation of imports is made alongwith the 
various export promotional measures given on case to case 
basis or generally. 
It is often pointed out that India is a high 
cost economy with regard to its exports. In order to 
reduce the incidence of high capital cost on export 
prices, a new scheme has been floated under which 
registered manufacturer—exporters, who have been exporting 
regularly for a period of last three years are permitted 
to import capital or mtermetiory goods upto a maxmum 
value of Rs. 10 crores at a concessional customs duty of 
25 percent only. 
This provision helped modernisation alongwith 
high quality goods produced at economic scales. However 
this 15 subject to an export obligation equivalent to 
three times the value of imports and is to be fulfilled 
within an stipulated period of four years from the date of 
imports made by the exporters. 
Under the Duty Exemption Scheme, a registered 
manufacturer exporter having a minimum annual average 
domestic turnover of Rs. 15 crores during the preceding 
three licensing years with no exports was also eligible 
for issue of license under the scheme with, of course, 
export obligations during the next three years. 
The Blanket Advance Licensing scheme was meant 
to provide to the established manufacturers-exporters 
full operational flexibility. The license is issued to 
those who have average net foreign exchange earnings of 
Rs. 1 crores during the preceding three licensing years. 
The license indicated only c.i.f value of license and 
f.o.b. value of export obligation valid for only 12 months 
with export obligation to be met within 15 months from the 
issue of license. 
A number of other facilities were also provided 
to Export Houses and Trading Houses. The eligibility for 
the grant of Export House status or Trading House status 
was determined on the basis of net foreign exchange earned 
during the preceding three licensing years. The total net 
foreign exchange during the said period should not be less 
than Rs. 15 crores for an Export House and Rs. 60 crores 
for a Trading House. To determine eligibility of small 
scale and cottage industries, it is just half of the above 
stated limits, % 
E>!port5 House and Trading House certificates 
were valid for three licensing years with an extension 
period of six months. Additional licenses were also 
issued to these houses in order to facilitate the greater 
access to raw materials, components and capital goods 
permitted under 06L or list of limited permissible items 
or canalised items alongwith permissible non-OGL capital 
goods and samples. However, the import of restricted 
goods needed approval and the Licenses issued to these 
houses were fully and freely transferable. 
The Cash Compensatory Support (CCS) Scheme was 
extended to cover 48 newer products extending from the 
engineering, chemical, sports goods, leather goods, 
textile and jute industries, handicrafts, carpets to 
agricultural products. The CSS were restricted to a cut 
off point of 25 percent of the net foreign exchange 
earned. For the exports of most of the items the earlier 
rates were maintained and the items identified with higher 
export potentials were awarded CCS at a higher rate 
However some food items e.g honey, glucose and bakery 
products etc. were excluded from the CCS scheme. 
International Price Reimbursement Scheme 
(IPRS),which was aimed to make the raw materils available 
to the exporters at international prices to maintain their 
competitive strength, was further simplified with some 
other significant changes. For instance minimum value 
levels of the value addition were fixed for engineering 
goods so as to become eligible for reimbursement. The new 
scheme made it obligatory on the part of the government to 
announce the international prices at monthly basis and to 
educate exporters in this regard. 
The export sector had also been exempted from 
income tax under the subject to the realisation of export 
proceeds in convertible exchange in the country within a 
period of six months. Hotel owners, tour operators and 
travel agents were also exempted from income tax under Sec 
80 HHD of^e Income Tax Act, provided they also complied 
with the above stated conditions. 
It was pointed out by a number of exporters 
that exports credit in India was very expensive. Taking 
the fact into account the subsidy on rate of interest was 
enhanced on both pre-shipment and post-shipment export 
credit given by banks. The rate of the former was 
enhanced by 2 percent reaching to a total of 5 percent 
while for the later the subsidy rate was raised only by 
0.85 percent reaching a total of 3.85 percent. The 
transit period to get post-shipment credit was also 
extended. The RBI had also permitted the commercial banks 
of the country to provide credit to there who had payments 
due for their exports ,, from countries facing balance of 
payment problem. This purpose for extending these 
facility was to ensure them, the working capital of the 
exporters does not yet blocked for a long period of time. 
It was further permitted by the RBI that the 
export houses can use their blanket or open foreign 
exchange permits for expenditure on maintenance of 
approved overseas offices.The provisions have also been 
liberalised to facilitate the foreign exchange to the 
exporter for traveling abroad. The exporters with proven 
records were also permitted to accept payment of exports 
proceeds in the form of negotiable instruments subject to 
a monetary ceiling of U.S $ 15,1000 per shipment, while in 
the form of currency the value should not exceed to U.S % 
2000. Under the new policy export credit refinance limits 
for scheduled commercial banks were brought down by 25 
percent to a total of 75 percent. 
An other purpose for which the blanket on open 
foreign exchange permitt will be allowed to be utilized 
would be the projects prepared by exporters for export 
development purposes. Such schemes or projects shall have 
the approval of Pthe R.B.I. 
Arv^other source of earnings foreign exchange is 
the projects under taken by Indian parties in other 
countries. In order to provide suitable environment and to 
encourage such parties the government allowed these 
projects to a subsidy of 50 percent at the time of 
submitting the tenders. Further an assistance to the 
extent of 10 percent of net foreign exchange earnings from 
the service portion from the such contracts will also be 
provided. 
There is an other scheme known as Marketing 
Development Assistance Programme which is meant to 
facilitate of promote exports and for which reimbursement 
to the tune of 50 percent of cost of preparing and 
submitting such schemes will met. 
In order to improve to strengthen the 
international business status and goodwill and back up the 
marketing efforts of the exporters with outstanding 
performance, the scheme of'Star Trading House'was part of 
the new policy. The exporter with net foreign exchange 
earnings totalling to Rs. 225 crores in the preceding 
three licensing years and involved in export of atleast 
any two groups, each contributing not less than 25 percent 
of the net foreign exchange earned were facilitated with 
the special additional licenses calculated at the rate of 
15 percent of the net foreign exchange earned in the 
preceding year. They were valid for all types of exports 
of the items of restricted list and are non-transferable. 
However, the researcher feels that an 
atmosphere conducive for export promotion has been 
created and what is urgently required is to create an 
awareness amongst the manufacturers of export oriented 
products to exploit the opportunities and facilities 
provided by the state. 
INDIA'S IMPORT POLICY; 
Prior to Independence the aim of India's import 
policy was to provide a suitable vast market for British 
goods mainly consisting of finished items. This approach 
adversely affected the development of Indian industrial 
sector. After independence exports were restricted to 
serve the domestic demand first, so the foreign exchange 
reserves depleted. The Government of India thus adopted 
restrictive import policy which was inclined in favour of 
aid giving, technologically advanced and industrialised 
nations.This was aimed to meet the developmental needs of 
the country. 
However, the liberal import policy in the first 
plan, crystallised and took a definite and concrete shape 
during the second plan. The import policy was aimed at 
balancing the payments position followed by the need of 
meeting developmental requirementsand price stability. So 
the government allowed private importers to import goods 
either with export obligations or the consumer goods which 
were m short supply against the domestic demand. 
With the initiation of the process of 
industrialisation in the country, there was an unprecedent 
increase in imports to run the process smoothly. The same 
policy still exists with alterations and modifications 
from time to time asw selection demand. To visualise the 
aim to conserve the foreign exchange and this need of 
planned imports, in March 1961, the government appointed 
'Import-Export Policy Committee' under the chairmanship of 
A.Ramaswamy Mudaliar for suggesting promotional measures 
of exports and to curb imports. The committee in its 
report suggested measures for reducing administrative 
1. Ghosh Aloki Indian Economy^ Piorld Press, Calcutts, 
IndiSf 1969f p.613. 
delays. . 
The government announced liberalisation of 
imports in June 1966, which benefited 59 priority 
industries, which were allowed to import raw materials, 
components and spares.^ The devaluation of Indian currency 
and policy liberalisation were the results of the World 
Bank aid of $900 million with stiff strings. But in 1968-
69 once again restrictions were imposed en imports. 469 
items were either banned or put on restricted list for 
imports in order to build the sound base for import 
substitution , and during the fourth plan import policy 
aimed at achieving this objective. The items on 
restricted list were mainly of the nature capable to boost 
the export growth further. The growth of imports was 
contained during this Plan. 
The import policy for the Fifth Five Year Plan 
mainly emphasised on export promotion and to tap small 
scale industries to export their products. In this 
process imports were again liberalised. OGL was expanded 
and automatic licenses were issued to genuine and actual 
users so as to increase the competitive strength of the 
1. Bhag^9ati J.N. and Desai: India Planning For 
Industrialisationf Oxford University Press^ London, U.K. 
197Qf p.321. 
country. It contained the liberalisation of imports of 
industrial raw material and capital goods, and import 
procedures were simplified. These provisions were further 
enhanced on the basis of Alexander Committee Report in 
1977.1 
In the second year of the period under rei/iew 
i.e, in 1979-80 the import export policy for 1980-81 was 
maintaining the basic structure of the policy propounded 
earlier. However, certain modifications were made m this 
policy. For instance a number of items were taken out of 
the perview of Open General License including chromic 
acid, sodium dichromate, potassium dichronate, basic 
chromium sulphate, gum, resins, sisal yarn and precision 
instruments etc. Some of the items which were put on the 
banned list including lanolin anhydrous of non-
pharmacutical grade, A.B.S moulding powder industry 
jewels, glass fiber and polypropyline fiber etc. But 
supplementary licenses were provided to new units and 
manufacture exporter were given greater facilities for use 
of replenishment license. 
Import controls were introduced m India in 
1940, primarily as a war time measure to conserve foreign 
exchange resources and reduce the pressure on limited 
shipping space. Over the years the scope of import 
control had been expanded from 68 commodities at that 
time, to practically all commodities, which appear in 
schedule I of the Import(control) order 1955. Now a days 
import control has emerged as one of the most powerful 
instrument to rationalise the flow of imported goods into 
desired channels of production activities. 
Since the new policy identified that export 
promotion is a better option than import curtailment, the 
process of liberalisation proceeded a step further. With 
regard to imports the main provision of the policy may be 
discussed as below : 
1. Basically, all the liberalisation 
policies are mainly aimed at increasing the exports to 
fetch more foreign exchange. So the import of capital 
goods had been reasonablely liberalised with the 
inclusion of 82 additional capital goods into a list of 
1261 making a total of 1343 items. Further 153 capital 
goods were put in the restricted list. This was done in 
order to facilitate the goods which were domestically not 
available and were of the vital importance for maintaining 
the compatibility of export items in international market. 
The items included OGL were strictly according 
to national priority and might be imported when required 
while rest of items were included under restricted list 
and licensable categories were subject to the permission 
of imports only with proper justification. Imports of 
instruments have been allowed under the DGL if imported as 
capital goods while if the said instruments were imported 
as components or spares, it would come under the 
supplementary licensing procedure. Import of instruments 
for modernisation and technological upgradation can be 
made against replenishment licenses and additional 
licenses. 
To promote the research and development 
activity, the policy permited the recognised research and 
development (RSD) institutions to import the capital 
goods, instruments and professional grade consumer 
durables in a limited quantity and value for research and 
development .purposes. This was mainly aimed to innovate 
the newer products and to develop and upgrade the existing 
products so as to meet the consumers specifications. 
A number of products e.g petroleum products, 
oils, oilseeds, newsprint, cereals and ammonia etc. have 
been canalised through agencies like S.T.C or MMTC etc. in 
order to assure the regular and rationed supply of these 
products. However Trading Houses and Star Trading Houses 
etc. have also been permitted to import these items to 
maintain the quality of their exportable products. 
Further, to assure smooth functioning and rapid 
grcwth and development of the industrial sector of the 
country, 55 items of raw material and components etc. have 
also been added to the OGL list for import to be made by 
actual users. The facility of supplementary licenses have 
also been e;;tended to them on a set formula. This is 
facilitated for two years followed by the automatic 
permission of the import of 10 percent of the total 
imports made against the license. A three year license is 
also provided to import spare parts. 
Subject to the domestic approval and 
availability of foreign exchange, State Electricity Board 
or other public undertakings are provided with the import 
licenses. These imports may consists of the capital 
goods, raw materials components or consumables etc. To 
provide Air—Taxi service in India, import of aircraft by 
non-resident Indians out of their own foreign exchange 
funds was permitted. These provisions aimed to provide 
better services to the countrymen. 
Under the Replenishment License Scheme the 
value of imports of drawings and designs have been 
enhanced to Rs. 1 crore as against Rs. 30 Lakhs permitted 
in the last policy. The import of a number of items aimed 
at re-exports were also liberalised substantially. 
With a view to strengthen the momentum of 
export growth, a number of goods were given substantial 
concessions from custom duty e.gjgoods imported for 
manufacturing jute belts were exempted from the basic 
custom duties in excess of thirty five percent and the 
rest of the additional and ancillary duties. Items for 
leather industry were exempted from basic duty in excess 
of 5 per cent ad valorum, while cuprammonium filament 
yarn. Tags , labels, printed tags and stickers imported 
for the use in export goods were exempted fully from basic 
and additional customs duties. 
Apart from this, specified machinery and 
equipment for forged hand toll industry, sea food or other 
food processing equipments, multi-surface grinding 
machine, quality control equipments, packaging material 
and specified liquid nitrogen plants used in artificial 
insemination centers for cattle breeding were also 
exempted from basic customs duty in excess of 35 percent 
and the full additional duty. 
Furthermore, to enhance the standard of living, 
certain concessions were given on import duty. To upgrade 
facilities at airport, customs duty in excess of 25 
percent while full addition duty was exempted on 
navigational communication, air traffic control and 
landing equipments etc. Specified goods for the purpose 
of rescue, search, investigation, repair of damaged 
aircrafts, consumable goods imported by Departments of 
Space, Defence and Atomic energy, items imported for 
manufacture of laser and laser based instrumentations, 
Copper-T and other contraceptives, sports goods imported 
by Sports Authority of India etc. are exempted from the 
whole of basic, additional and auxiliary customs duties. 
Some of the scientific instruments and 
apparatus, dyes used m synthetic industrial diamonds, 
newsprint for printing of newspapers and periodicals 
alongwith 49 specific items used in offshore oil 
exploration have also been given due concessions in basic 
additional customs duties. 
On the basis of above stated facts it may be 
said that the rationalisation and the control measures 
imposed on imports of different goods were mainly aimed to 
conserve the foreign exchange on the one hand and to 
augment the import capacity of the exporters on the other 
hand. According to the national priority list many of the 
items were included to be imported under 06L to assure 
accelerated growth of industry and export potential and 
prospects. To contain the imports of items related to 
final consumption such as components for consumer durables 
were exempted from OGL and were put under the different 
licenses schemes. 
Against the concentration of traditional and 
low value primary products in our exports and heavy 
reliance on a few market in the initial years of planning 
era our exports now stands substantially diversified. The 
same holds good for our import profile mainly consisting 
items required for developmental purposes and to expand 
exports. So India's export performance as well as growth 
rate m the coming year may be viewed with optimism. It 
may further be pointed out that more import controls and 
high degree of export promotional measures may invite 
retaliatory measures from the world setting a tough job 
for exporters. 
EXIM Policy and The Pan Pacific Nations-
The selected Pan Pacific nations arB ranked 
either among the newly industrialised nations of the world 
or they are emerging as industrialised nations. All the 
six nations with substantial industrialisation efforts and 
geographic locational advantages s^re making considerabily 
trade surpluses. Japan in itself has formed a trading 
group while Singapore has also been awarded the status of 
industrialised nation forcing it to encourage higher 
imports. Linkage of Hong Kong's dollar with that of the 
US dollar and structural changes at Malaysia and Indonesia 
provided opportunities to export goods to the markets of 
these nations. To cap it all, the continuous and sharp 
rise in the value of the respective currencies of these 
countries and devaluation of Indian currency made the 
Indian goods cheaper creating vast export market. 
For the purpose of our study, it is advisable 
to divide these nations into two groups. The first group 
included Japan, Hong Kong, South Korea and Singapore, 
which may be described as industrially developed nations. 
The peculiar features of these nations are , trade 
surpluses for a number of consecutive years, strengthening 
of the respective currencies of these nations, rising wage 
structure and movement of domestic industries into hi-tech 
areas giving huge scope to the developing countries in 
general and India in particular to increase the exports of 
industrial goods. 
The second group included Indonesia and 
Malaysia which are blessed with natural resources, and are 
making trade surpluses since last few years only. 
However, their composition of foreign trade is still of 
mixed nature including traditional as well as manufactured 
and finished goods both. Their per capita income is 
relatively low. Mostly they ara capable to satisfy the 
domestic demand of food items though the limited 
cultivated land area is fast transforming into industrial 
belt. Some of the items having export potentials for the 
markets of Japan,Hong Kong,South Korea and Singapore are 
mentioned below. 
1. FOOD ITEMS : 
So far as exports to the first group of 
countries i.e, Japan, Hong Kong, South Korea and Singapore 
IS concerned, the most prospective items seems the food 
products. The land price in their countries is escalating 
and industries are rapidly expanding there areas of 
operation and hence agriculture and other economic 
activities like the poultry farming etc. hane become least 
profitable. With a suitable strategy India may expand the 
export of food items. While exporting food items to the 
countries under review , quality control, proper grading 
and attractive and covvenient packaging is a must. 
2. ENGINEERING GOODS : 
As mentioned earlier the industries of the 
developed nations are moving towards hi-tech areas making 
the scope of export goods to these countries difficult 
.The striking feature of the Indo-pan pacific trade is 
that, the engineering goods exported to these countries is 
negligible,though India is exporting engineering goods to 
the U.S.A, West Germany and so many other overseas markets 
of the world. 
The researcher feels that this is partially 
because of discouraging policies of these nations to 
import engineering goods from India and partially owing to 
the fact that India has not made vigorous efforts to 
change its image of an exporter of traditional items. 
Though India is ranked among the first fifteen industrial 
nations of the world, it has not created such image in 
Japan, Hong Kong, South Korea and Singapore etc. The most 
important identified engineering goods include hosiery 
needles, air conditioners, heating and cooling machines, 
electrical capacitors and machineries hand tools, pumps 
and sewing machines etc. which can be exported to these 
countries. However, it must be kept in mind that, being 
an attractive markets for all the countries India has to 
take up the formidable task of meeting the competitive 
challenges from highly developed nations like the U.S.A, 
West Germany and other E.E.C member countries. To cope up 
with the growing competition India has to evolve newer 
marketing mechanism and strategies and execute them to 
satisfy the ultimate consumers of these products. The 
areas of low technology and energy intensive industries, 
vacated by the industrialised nations need utmost 
attention. To exploit the opportunities available in these 
area^ India shall endeavour to have technological cum 
financial collaborations with these nations. 
3. ELECTRONIC BODDS : 
This is another item which have great potential 
for export to the pan-pacific countries. With India's 
rapid growth of this sector nurtured by liberal import 
policies, it is anticipated that India will match the 
international standards and will be able to export bulk 
of he items of this sector. However like that of 
engineering goods again, the awareness among the consumers 
of the said nations is lacking . 
The researcher feels that a regular 
advertisement campaign and publicity will serve the 
purpose with limited sources. Initially it will be good 
for the industries, if they do not launch these programmes 
simultaneously in all the countries but may even fix a 
schedule. For instance, that may start from taking Japan, 
as it is most efficient country amongst the nations under 
study followed by South Korea,, Singapore and so on, and 
start launching due campaign programmes and make the 
product familiar with customers. However, use of 
specialised trading agencies in this sires( may also be 
instrumental to establish the credibility of the goods 
exported away the ultimate consumers. 
4.Chemicals and Related Products : 
Every nation has a hierarchy of problems. For 
instance, India has the problem of adverse balance of 
payments to be solved at top priority, while the developed 
nations like Japan, HongKong, Singapore and South Korea 
have other problems including that of ecological 
imbalances. So these countries , though profitable enough 
are shifting the production base of its chemical and 
related products industries overseas, vacating a wide arsa 
of operation for others. 
Indian chemical industry, on the other hand, is 
now capable to meet quality standards of international 
market and have vast scope for the export of chemical and 
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other related products to these countries. Taking 
advantage of low wage structure of the country, the Indian 
manufacturers must gear up the production and marketing 
efforts of these items and capture the emerging 
opportunities. 
5. Leather and Leather Products : 
Though India has largest cattle population in 
the world and the provisions of liberalised import 
policies aimed at modernisation gave impetus to this 
sector, still the performance of this industry can not be 
considered much encouraging. Generally it is a labour 
intensive industry so India has a vast scope for exporting 
these items to the said countries. However, it will not 
be inapt to add that these economies have high living 
standards and competition in these countries is stiff, so 
India has to maintain the prices alognwith the high 
quality of the goods. 
To take advantage of increasing imports of 
semi-finished and finished goods into these countries 
Indian manufacturers should gear up their production 
They must conduct proper surveys to identify the 
customer's specifications and should try to specify the 
consumer's demand as per their specifications. The export 
of these items may be tapped up considerably by conducting 
proper market research and surveys followed by regular 
exchange of sales-cum-study missions etc. 
6. Textiles: 
India textile goods m general and ready-made 
garments m particular have promising future in overseas 
markets. A variety of textile goods may be produced and 
exported to different countries. However, market 
segmentation is a must while dealing m export of textile 
goods. For instance, ready-made garments may be produced 
to match with the different specification of the different 
segments of the market formed on the basis of age or 
income groups etc. Customers of younger age may like goods 
of brightet^ colours while that of older age group may 
prefer sober colours. 
Fashion is another vital factor while 
exporting textile items to the said pacific nations. In 
this regard help of leading importers and departmental 
stores of the respective countries may also be of vital 
importance which may provide the exact specifications of 
the customers as well as can help m proper feedback 
regarding the acceptance or rejection of any product m 
the market. 
7. Gems and Jewellery: 
It is said that Japan has entered into post 
industrial Bra and Hong Kong, South Korea, and Singapore 
are al^o developed nations with high per capita incomes. 
So these countries are emergemg as having potential 
markets of for the export of Gems and jewellery. India is 
well m progress m entering into these markets and 
e>'port bulk of gems and jewel lary including cut diamonds. 
Most of the diamonds exported are of small size and demand 
for medium and large size diamonds is generally met by the 
countries like Switzerland,Belgium,France, the U.K, and 
West Germany etc. 
To tap the market further proper market 
segmentation is or crucial importance/to be based on per 
capita income distribution, as inequality of income 
distribution is a persistent feature of all these 
economies. "^  =L"^ vey o* the habits of the inhabitants of 
these countries shows that they generally prefer the 
diamonds of high quality . So the exporters must studv 
the trends and specifications and should keep in mind such 
type of consumer's behaviour. 
8. Carpets: 
Indian carpet industry is developed and its 
carpets are ,no doubt, comparable to the best quality 
carpets of the world. On the other hand the countries 
under study imports carpets in large quantities. 
Unfortunately, India could not make substantial dent in 
the world carpet market so far, owing to the fact that its 
competitors namely Pakistan and Bangladesh etc. e;;port the 
carpets at cheaper rates. In order to overcome this 
problem India must launch an exhaustive campaign to cut 
the cost at home and to advertise, emphasising on the 
quality aspects of the carpets. 
The low income group also prefer small carpets 
m place of wall to wall carpets. So far India does not 
e>!port small carpets and it is suggested that the country 
should go to export such items too. 
However, the remaining two countries i.e, 
Indonesia and Malaysia have quite different geographical 
situation and economic structures from that o^ " the other 
countries selected study. The main import items of 
Indonesia consists of capital equipments, chemical 
products, base metals and food, beverages and tobacco etc. 
While Malaysia imports mainly machinery and transport 
equipments, manufactured goods, food and raw sugar 
etc.Thus the scope of exportable items to these countries 
is much different from that of the remaining countries . 
As stated earlier India exports to Indonesia a 
small amount of machinery and transport equipments valuing 
to Rs. 4.32 crores and exports of tobacco and beverages 
found no place at all on the list of exports to Indonesia. 
Similarly, e^tports of machinery and transport equipments 
to Malaysia was only of Rs. 7.58 crores and the 
manufactured goods could only double over the period of 
ten years. These facts clearly indicates that India could 
not make any substantial breakthrough in the markets of 
Indonesia and Malaysia. Some of the products that have 
export potentials for the markets of these two countries 
are mentioned below : 
1. Machineries: 
Indonesia and Malaysia ars fast developing 
economies of the region making significant structural 
changes m their economies. Indonesia is making all out 
efforts to shift its economic reliance from petroleum 
sector to manufacturing sector to earn foreign exchange 
and hence the researcher feels that it is high time when 
India should try to export the machinery equipments to 
Indonesia which are of course of international standards. 
Malaysia imports machinery and transport equipments 
valuing US* 7.2 billion , suggesting that their is a vast 
scope for India to export such machineries which are used 
by the Malaysians. Indian exporters must try to penetrate 
these markets and should try to establish joint ventures 
and get their machinery introduced into the market in 
order to earn goodwill. A proper publicity campaign is 
also very likely to pay rich dividends to the exporter. 
2. Chemical Products : 
The Indian chemical industry enjoyed 
considerable goodwill in overseas markets. Though 
Indonesia and Malaysia both imports chemicals in bulk but 
so far India could not make a major dent into these 
markets. Apart from the present volume of imports of 
chemicals it is rather net than likely that being island 
countries they will develop this industry may create 
echological problems. Im view of these facts there is a 
vast export potentials for India and it will be an unwise 
policy if this opportunity is not capitalised at the 
earliest. 
3.Beverages and Tobacco: 
This is another sector having export 
potentials. In this particular sector India has to satisfy 
the consumer's taste and specifications very strictly as 
brand loyalty and having specific taste is a common 
feature and an important factor . On the long run the 
exporters may through specialised agencies launch , the 
marketing programmes of developing the brand loyalty in 
the markets of these countries . This mayinvolve high 
cost but from the long term point of view such an 
expinditure is advisible as well as desirable. 
4. Manufactured Goods: 
Though Indonesia and Malaysia are striving hard 
to develop their manufacturing sector but still major 
share of their demand for manufactured goods is met 
through imports. India lost market of manufactured items 
in Indonesia as the exports shrinked to half during the 
decade under study while exports to Malaysia only doubled 
in this period. With appropriate marketing strategies , 
proper surveys with special reference to social and 
structural changes taking place in the economies ,high 
quality and cost of the product and wide publicity it is 
most likely that India may export siziable quantity 
goods. 
'^  From the foregoing discussion, it may be 
concluded that India's "Export-Import Policy" has changed 
substantially since Independence in general and over the 
period under review in particular. However, the basic aim 
remaining the same i.e, "Import more to export more". 
Despite the constraints of foreign exchange the economy 
experienced progressive liberalisation of imports 
including Replenishment License Scheme, concession o-f 
custom and other duties etc. Simultaneously, the 
government has also involved a number export promotional 
schemes including duty draw back, cash compensatory scheme 
etc. These steps helped the nation to expand the value 
and volume of its exports and earn more foreign exchange. 
Somehow, the researcher feel that apart from 
these measures strict administrative and timely appraisal 
in accordance with the emerging trends, requirements and 
specifications is also necessary. It is further suggested 
that while exporting different items to the countries 
under study an appropriate marketing strategy should be 
evolved on case to case basis preceded by due market 
research, publicity and should strictly adhere to the 
specifications of the customers in the Pan Pacific 
countries selected for study. 
Apart from this, there are industries that have 
enough potentials for higher production domestically, and 
if carefully planned they may prove instrumental in 
substituting the bulk of imports and may reduce burden on 
the national exchequer. Some of the important sectors 
having scope of higher domestic production are discussed 
be1ow. 
i) Petroleum and petroleum products: 
This IS the heaviest import item on India's 
import list causing an outflow of U.S * 2.41 billion in 
1987 . On the short run , with higher exploration efforts 
India may reduce its imports relatively, in order to meet 
the domestic demand, reducing the outflow of foreign 
exchange. However on the long run, this product need 
special attention and careful planning as it is a natural, 
and due to its limited availability, the development of 
alternate source of energy becomes a necessity. 
ii)Engineering Goods: 
Causing an outflow of US * 2.27 billion in 
1987'^, the engineering goods comes on the second position 
on the list of India's total imports from the world. 
Though Indian engineering goods are now recognised all 
over the world but due to concentration of the area of 
operation, the production of a variety of machineries etc. 
do not take place domestically. Further, Indian 
industrialist are also defficient m making the necessary 
efforts for modernisation and innovation . 
i- INDIft- AszB i990, Fatr Esster Economic Review. 1990, p-
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The Indian consumers and industrialists 
generally presume that imported machineries are best and 
domestically produced machinery is of second grade. Hence 
it is important that such such thinking shall be vrenewed 
countries efforts .For the purpose this trend ,on the part 
of manufacturers it is inevitable that manufacturer must 
launch proper campaign programmes including publicity 
advertisements,exhibitions and demonstrations etc. They 
have to prove that they can also produce the machineries 
better than those produced by the Pan Pacific nations. It 
may further be mentioned that while producing the 
machineries and other engineering goods they must satisfy 
the potential users. 
liDChemical and other related Products: 
Chemical industry despite being already 
developed substantially,also require special attention as 
India still imports chemicals in huge quantity . .The 
basic reason for such imports is the non-dependable 
quality of chemicals and irregular supply. Further the 
industry could not diversify significantly and concentrate 
only in a few stages leaving the rest of items at the 
mercy of imports.So diversification in the area of 
chemical related products may pay rich dividend to the 
country. Since the Pacific nations have developed their 
chemical industry and want to make an exit from this area 
of operation due.to echological problems, it is high time 
their India should import the know-how and should excel in 
this industry in order to reduce the bulk of imports from 
these Pacific nations. 
iv) Iron and Steel: 
Iron and steel is another item, the import of 
which can not only be substituted but by giving proper 
attention on development export problems of these terms 
may improve. It is an industry which can create harmful! 
ecological imbalances because of its nature and problems 
of production. So the Island countries of pacific region 
namely Japan, South Korea etc. are anticipating the move 
to shift their production base overseas. On the other hand 
India have a plethora of iron of resource hence it high 
time that India should create a conducive atmosphere and 
invite the entrepreneurs of these nations to invest in 
the iron and steel sectors of India. It is most likely 
that with a properly worked out strategy India on the one 
hand can reduce imports of iron and steel and on the other 
hand can export to the world in general and Pan Pacific 
nations in particular. 
Hence it may be concluded that if approached 
properly India has the necessary potentials to develop^ 
its industry -The most important thing in this regard is 
that it has to emphasise on the improvment of quality on 
the one hand and to reduce the cost of the product on the 
other . With due promotional programmes India may excel in 
the overseas markets as well as in the domestic markets. 
CONCLUSIONS AND SUGGESTIONS 
It was explained in the introduction that the 
countries of Pan Pacific region which have been selected 
for study hold great promise for India's foreign trade. 
These countries are undoubtedly emerging as important 
trading nations of this world and it is imperative for 
India to redesign its trade policies and strategies 
keeping this basic reality in its proper prospective. 
This chapter is meant to summarise what has 
been explained in the earlier chapters with the help of 
necessary statistical materials, which the researcher has 
collected from important sources and agencies dealing with 
trade and economic relations. In this chapter the 
researcher has attempted to offer suggestions for 
improving trade relations with the Pan Pacific nations 
namely Japan, South Korea, Indonesia, Malaysia, Singapore 
and HongKong. 
The first chapter is of a theoretical nature 
dealing with the conceptual nature of international and 
inter regional trade. The subject of international trade 
has engaged the attention of outstanding economists of the 
world and some of the important theories propounded from 
time to time have been stated and examine in this thesis. 
In a chronological order as for as possible. The starting 
point was the philosophy of Mercantilism which was 
accepted and prevailed for about three centuries. By the 
turn of eighteenth century the world almost discarded this 
notion. 
Mercantilism was replaced by Adam Smith's free 
trade approach which was mconsonanse with the policy of 
laissez fair propounded by him. His basic talent was the 
minimum state intervention in economic affairs of the 
nation with the exception of activities like defence. His 
disciple David Ricardo also favoured free play m the 
economic operations. Later J.S. Mill and others travelled 
the same path. F.W. Tausing also made a significant 
contribution to the theory of foreign trade. 
The laissez fair economists were discarded by 
those who propagated the concept of welfare, social 
justice and socialism which included persons like Karl 
MarK, marshal1, Peign, Labian economists etc. In the 
recent past Heckscher, O h l m s and Meads Weblin and others 
made substantial contribution to the theory of inter 
commerce. 
The concepts of cause and effect relationship 
between trade and rate of exchange, the terms of trade. 
the gains of trade and the various models explaining them 
have been discussed. The researcher has also examined 
various internal and external constraints operating on 
international trade specially of India have also been 
discussed. 
The second chapter consists of a discussion 
about the structure of Indian economy and the changes 
which have been brought about during the plan period. 
This structural aspect of the economy has been dealt with 
special reference to India's foreign trade. India has 
been facing foreign exchange crisis since independence and 
despite all monetary and fixed measures we have not been 
able to attain a favourable balance of payments position. 
Even a number of doses of devaluation have not succeeded 
in overcoming the foreign exchange crisis. / 
It is a world wide phenomenon that the rate of 
growth of economies is lesser than the growth of nations, 
a foreign trade thus there is a constant increase in the 
percentage of gross national products going into foreign 
trade. However, in the case of India's trade relations 
this growth is relatively low and the rate of increase in 
exports is somewhat slower than that of imports. Like 
other countries too had certain items of exports and 
imports classified as of traditional nature. After 
countries independence this was changed. In the field of 
exports non—traditional items comprising of manufacturing 
and engineering goods and value added finished goods like 
garments, gems jewellery, biochemicals etc. India's 
imports too witnessed a radical compositional shift, which 
consisted mainly petroleum and its products hi—tech goods 
and appliances etc. which were needed for accelerating 
developmental process of the economy. 
In the third chapter an analytical study of 
economic structure of the Pan Pacific nations namely Hong 
Kong, Indonesia, Japan, South Korea, Malaysia and 
Singapore has been made, it is pointed out that these 
nations, except Indonesia are industrially developed 
nations and are now entering into hi—tech areas creating 
vast opportunities of exporting the goods into the markets 
of these countries. 
Pan Pacific countries under review are 
island countries mostly scares in natural resources. But 
their geographical location and high degree of 
technological advancement transformed these nations among 
some of the richest countries of the world. The 
independence of these countries on foreign trade is no 
doubt increasing but is not of a uniform nature. 
Countries like Japan, South Korea, Hong Kong and Singapore 
have much greater dependence on foreign trade as compared 
to Indonesia and Malaysia. 
The economies of these countries are shaping 
well and enjoying trade surpluses for a number of years. / 
Japan is undoubtedly world's leading economy entity and 
South Korea, Hong Kong, Singapore are classified as among 
the New Industrialised cDuntries(NIC) and the remaining 
countries i.e., Malaysia, Indonesia the status of NIC in 
the near future. 
In the fourth chapter extensive efforts a.re 
made to analyse the trends in India's trade relations with 
the Pan Pacific nations, taking each of them in 
alphabetical order. It was found that India's trade with 
Japan, Singapore, Hong Kong and South Korea experienced 
consistent growth in their exports to and imports from 
India. While India's trade with Indonesia and Malaysia 
could not grow at the rate as it ought to be. 
The decade under consideration was a crucial 
period because of the oil crisis of 1979 and the 
recessionary trends in the world trading activities. The 
important feature was that despite recession India's trade 
with pan Pacific nations slowly but steadily kept on 
increasing due to complementary nature of all the 
economies under review. However, increasing geographic 
concentration is a cause Of concern and require special 
attention that why India's trade is getting concentrated 
amongst the Pan Pacific nations. 
The fifth chapter gives a synoptic view of 
India's EXIM policy since independence and then a 
comprehensive analysis is made of the current EXIM policy./ 
The policy measures as well as administrative actions 
pertaining to import control and export promotion 
specially in relation to Pan Pacific nations are 
thoroughly dealt with India in striving hard to expand its 
exports both value and volume in this region and the 
imports arB regulated keeping in view the developmental 
requirements of the country. The items which having 
export potentials srs identified and prospects of their 
exports are discussed in detail. These items include 
foods, engineering goods, textile and ready—made garments, 
gems and jewellery etc. A similar analysis is being made 
of the import items from this region. 
Suggestions to Increase Exports 
Since long, exports have accounted for only a 
small proportion of India's gross national product while 
imports account for relatively much larger share. Can the 
increasing requirement of foreign exchange be met by 
sources other than exports in the question of topical 
interest for India? Being a very large country, inflow of 
foreign aid is unlikely to be forthcoming m the required 
volume. So it seems that export should have to contribute 
the major part of such an increase in the requirement of 
foreign exchange, in order to meet the growing import 
requirement. Hence India has to made extensive efforts to 
increase its exports and the solution does not lie in aid 
than trade. So far as India's export performance to Japan, 
Hong Kong, South Korea,Indonesia, Malaysia and Singapore 
IS concerned. India did not perform as good as many other 
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developing countries. Though markets of these nations may 
even be considered as the land of opportunities for Indian 
exporters because of its market opening programmes, yet 
penetration into these markets is not an easy job and 
requires improvement in skills and professional approach. 
In this process of improvements some of the suggestions 
given below may be instrumental to improve exports 
prospects 
1. Standards and Specifications 
The social and economic conditions of the Pan 
Pacific nations are much different from most of the other 
^countries of the world. For instance, Japan is a unique 
combination of traditional fashions combined with modern 
styles. The Japanese have modernise themselves at the same 
time maintained their tradition and culture. On the other 
hand Singapore, Hong Kong, and South Korean citizens very 
much like the citizens of western countries. Further, 
Indonesia and Malaysia have their own living styles. Hence 
Indian Te;;tile Industry must identify their standards and 
specifications and must act accordingly. 
Further ruthless competition is a common 
feature m the economies of these nations, requiring high 
quality goods at reasonable prices. Despite relatively low 
wage structure and endowment of large resources, India is 
considered a high cost economy. This is mainly because of 
low productivity, high cost infrastructurai and banking 
facilities etc. For instance, Pakistan provides export 
credit at a very low rate i.e.,3 percent, but in India the 
rate of interest on export credit was as high as about 9 
percent m 1989. So it seems imperative that low cost 
credit, high quality raw material at reasonable prices and 
appropriate infrastructurai facilities etc. should be 
provided to the exporters. It will enable them to improve 
the quality as well as to reduce the cost of their product 
and become more competitive in the markets of the 
countries of the Pan Pacific region. 
2. Publicity 
Do the overseas buyers know enough of the 
industrial progress achieved in India? Has publicity 
created the desired impact on foreign market, without 
which it is almost futile to design a worth while export 
strategy? In fact the image of India is as it was fifty 
years back i.e., an exporter of traditional items only, 
while India now produces engineering goods and chemical 
products which a.rB of international standards. However, 
the literature survey shows that Indonesia, Malaysia 
alongwith other countries under review import bulk of 
engineering goods but India could not fetch substantial 
share in such imports. It may be concluded that due to 
lack of goodwill in the markets of the selected countries, 
India could not snatch its due share. So launching 
promotional programmes, participation in exhibitions and 
fares to build the image of all the exportable items of 
India in general and that of manufactured items in 
particular seems imperative while advertising at regular 
intervals and other sales promotional programmes are 
needed to maintain "and to fetch larger shares of the 
markets. 
3. Honourino Small Orders 
The literature survey shows that the 
inhabitants of Pan Pacific nations are of cautious nature. 
They believe in trail and error method. About Indian 
exporters it can be pointed out that they usually do not 
seem much keener and do not honour small orders and try to 
fetch larger orders with an attempt to achieve higher 
profits. But this practice might have unfavourable impact 
on India's exports to this particular region because if 
the smaller orders would not be met, how the Indian goods 
will get introduced into these market thoroughly. However 
if these importers placing smaller order get satisfied, 
there are chances tha^ they may place bigger orders in 
future. 
4. Proper Segmentation 
In a buyer's market commodities which do not 
meet consumers specifications can not find customers. The 
selected Pan Pacific nations have highly competent and 
sensitive markets as a variety of goods are imported into 
these markets from all over the world and Indian products 
can hardly meet the specifications of the customers of 
these countries. Thus to meet the requirements of 
customers and maintain the share in the market proper 
segmentation of the market based on thorough survey is of 
vital importance. Exporters may adopt any specific and 
rationale basis for identifying segments such as 
income,age, sex etc. This will encourage the development 
of the product m a specialised manner as it will 
facilitate easy and exact identification of habit, taste 
and demand of different segments separately. 
For instance the richer citizens of these 
nations generally prefer high quality diamonds and other 
stones with high quality metals only. While those who are 
m the low income group prefer the low quality stones with 
relatively lower quality metal which is easily affordable 
for them. Therefore, while exporting gems and jewelry, 
segmentation on the basis of income will serve the 
purpose .y 
?. Banking, Shipping and Insurance Facilities 
No exporting nation can have a breakthrough m 
the world markets without the synchronised efforts on the 
parts of its banks, shipping, insurance companies and 
clearing agents etc. In the Pan Pacific region out side 
Japan Hong Kong is one of the most developed financial 
center followed by Singapore. While shipping is highly 
developed in almost all the nations. 
Dur banks as they are today have yet to make 
their presence felt o the Pan Pacific countries. So far wo 
no major or systematic attempt has been made by Indian 
banks and other companies to enlarge their network of 
overseas branches staffed by well informed, trained and 
active agents and employees who would be constantly on the 
lookout for new opportunities and able to offer proper 
guidance and assistance to our visiting businessmen and 
prospective exporters. 
6. Selective Technological Imports 
The world is changing fast and to keep up 
with the world, technological transfers have become very 
common .On the short run it causes heavy out flow of 
foreign exchange but for the long run selected 
technological imports in accordance with the national 
priority is a must. For example, India has huge reserves 
of iron ore. It exports ore while it imports finished iron 
and steel resulting in substantial outflow of foreign 
exchange. On the other hand South Korea and Japan are 
trying hard to shift their production base in overseas 
nations, because of there ecological problems. Hence it 
will help India if it imports the technology of iron and 
steel, get its iron ore into finished product within the 
country and export it to these nations. Further to take 
advantage of the low wage structure of the country. 
technological imports with buy back arrangements can be 
agreed upon in the field of ancillaries and auto ancillary 
industry can be*developed the researcher feels that India 
has almost all the necessary inputs and if appropriate 
technology is imported the industrial base may be 
strengthened which would create a vast opportunity of 
exporting to the Pan Pacific Nations. 
7. Credit and Modernization 
Several hundreds of crores of rupees will be a 
waste if no integrated programme is adopted for the 
modernisation of the industries. India is in gi?^e danger 
of being technologically left behind in the modern 
industrial scene unless systematic and proper 
modrenisation efforts are made, it is suggested that the 
government should identify the industries having export 
potential and should provide credit for their 
modernisation on a top priority basis. Unless we are able 
to break this barrier, it would hardly be possible for us 
to emerge as a progressive exporting nation in spite of 
large educated man power , industrial expertise, 
infrastructural base and natural endowment. 
8. Packaging 
Scientific packaging assists in preservation, 
protection, marketing and distribution of goods. Many 
defects like corrosion of metal goods, insect 
infestication in food products etc. arise due to improper 
packaging. On account of defective packaging consumers 
immediately conclude that products are not of good 
quality. Secondly packaging is in fact be in presentable 
form to attract customers. For instance a toy packed with 
attractive pictures on it with bright colours may attract 
a kid quite a lot. However appreciable progress has been 
made by the packaging industry in India. Still more 
efforts are needed to make export items more attractive 
and their safe delivery to the ultimate consumer in 
foreign markets is assumed. A large number of customers are 
quality conscious and can pay higher prices. Proper 
packaging to preserve the product for a longer period of 
time is necessary. Thus good packaging from the poirxt of 
view of protection and durability is essential. 
9. Single lAJindow Approach 
In each of the broad categories of production 
e.g., agriculture, horticulture,sericulture,forestries, 
fisheries, minerals, textiles, chemicals and engineering 
goods etc., the products having long term export potential 
shall be identified with greater precision and special 
measures and programmes shall be undertaken to secure 
their development and improvement to meet the 
international standards.jj^t the same time, attention and 
assistance shall also be give for consolidating the 
position of the established export items in overseas 
markets. Under single window approach the government shail-
provide all the raw material, export credit and 
infrastructural facilities to the sectors so identified 
at concessional rates and of high quality. This would 
enable the exporters to produce high quality goods at a 
reasonable cost and compete in. the worjd market. 
IB. Delivery Schedules 
In this age of technological advancement 
businessmen believes that 'time is money.' But 
unfortunately, Indian exporters do not give due weightage 
to the delivery schedules. Mostly their consignments are 
late causing loss of major share of the market. Damage of 
their reputation and consequently mitigate the prospects 
of getting further orders. Sometimes, such delay/may even 
cause heavy losses in the form of demurrage or non 
acceptance of the consignment by the buyer which creates 
an unnecessary burden on Indian exportersy/A safe margin of 
time should be kept by the Indian exporters so that they 
would be able to stick to the delivery schedule and 
satisfy the importers abroad. 
II.Continuous Vigilance 
The world is dynamic and fast changing, and it 
true for the Pan Pacific nations as well with ever 
changing technological movements, upgradation efforts 
coupled with fast changing competitive strategies, it 
becomes inevitable that Indian e;;porters should keep a 
constant vigil on the market movements of the countries of 
this region. Such efforts will help them to compete and 
maintain their share and identify the new openings for 
further diversification and for fetching larger share of 
the market. 
12. Utilisation of Services of Specialised trading agencies 
In the selected countries many organisations 
provide specialise services to facilitate smooth trading 
m the country. For instance organisations known as sogo 
Shoshas provide appropriate informations and also help in 
timely distribution of goods in the markets of Japan. They 
have wider links and hence are capable of exploiting the 
market potentials fully. Indian exporters should seek 
their services too and make their presence felt in the 
market. 
13. Infrastructural Facilities 
Lack of infrastructural facilities, transport, 
power supply and warehousing facilities etc. have 
obstracted the growth of exports of Indxan goods abroad. 
In India, transport services are inefficient, power supply 
IS irregular and costly. The government must intervene 
into the matter at the earliest and with utmost care shall 
provide these facilities to the exporters at reasonable 
costs. Apart from this warehousing facilities in the Pan 
Pacific nations should also be provided. Pan Pacific 
nations this is,- no doubt, a costly affair and hence the 
help of the government ifs a must. It will ensure prompt 
delivery of Indian goods and the fear of the rejection of 
the consignment of Indian goods by the foreign importers 
will also be reduced. 
14. Export Promotion Council 
The councils have responsibility towards 
industry, foreign market and individuals and these 
responsibilities focus on the council's primary objective 
of facilitating the Indian industries entry and 
exploitation of foreign markets. These councils encourage 
quality, low cost of product and fetch better prices in 
the market as well,and serve the interests of foreign 
markets, industry and commerce. To meet these 
responsibilities council must be permitted to develop and 
run their own programmes. It may also be suggested that 
for every major exportable item there should be separate 
e;:port promotion council. All the ejjporters should take 
the benefit from these promotion councils without 
cotradicting the interests of each other. 
Suggestions to Rationalise Imports 
During the period under review it may be 
pointed out that though Indo Pan Pacific trade recorded 
slow but steady growth m absolute terms but in relative 
terms the imports from these countries increased at a 
faster rate than the growth of exports resulting in 
unfavourable trade balance for India. It could not make 
a substantial break through into the market's of Pan 
Pacific nations which are highly sophisticated buyer's 
market m nature. 
During late 1970's the economies of these 
nations had been enjoying a steady rate of growth, merely 
because of expanding exports. But deteriorating business 
environment of the world recession in US economy, 
escalations of frictions m trade and strengthening of 
currencies of the said nations had forced them to 
restructure their policies and economies. However, the 
trend in India's trade and payment positions was 
alarming. A large merchandise deficit was a persistence 
nature of India's foreign trade. At present Indo pan 
pacific trade is highly skewed and diversification is 
needed. 
So far as increasing trends in imports from 
Pan Pacific nations is concerned, these are inevitable on 
the short run. Indian economy is expanding fast and making 
extensive efforts to make a dent in international market 
and hence needs imports of technology, capital and other 
intermediate goods to produce and provide finished goods 
of high quality at cheaper rates and on the other hand the 
limits of foreign exchange are also to be kept in mind. In 
view these objectives some of the suggestions are given to 
rationalise India's imports from the world in general and 
from the Pan Pacific in particular. 
1. Compositional shift of Imports 
The theoretical derivations suggest that the 
terms of trade of a country are related with the 
composition. A country importing engineering goods and 
other industrial and manufacturer goods may have better 
terms of trade while the country exporting the items of 
traditional nature usually have terms of traders against 
it- it can be said that India is passing through a 
transitional phase exporting and importing items of 
traditional nature along with the manufactured and 
finished goods. While these pacific nations except 
Indonesia produces high quality engineering goods. It is 
suggested that India should emphasis on the import of high 
quality capital and intermediary goods, which will 
ultimately helo to exploit the economic resources to 
strengthen the industrial base of the country. 
A classical application of the said suggestion 
may be made in the case of iron and steel industry, auto 
ancillary industry and chemical industry. These industries 
m Pan Pacific countries are highly develooed. India has 
all the inputs to produce the products except hi-tech and 
to meets domestic demand with heavy imports So if 
approached properly there is a wide scope that India will 
be able to substitute many of the products which are 
presently imported from these Pan Pacific nations/ 
2. Source and Opportunity Cost 
Gone are the days when a few countries met the 
demands of the entire world. Now a number of developed as 
well as developing countries have specialised m different 
areas of economic activity, in accordance with their 
respective factor endowments. Unfortunately India 
exporters do not have much knowledge about the alternate 
sources, the stiff competition amongst the Pan Pacific 
nations as well as other details of these markets. This is 
mainly due to constraints like language, customs and lack 
of direct personal relations. It is pointed out that the 
business of these nations,trained under the atmosphere of 
tough competition into their home markets arB hard 
bargainers. When Indian importers negotiate with the 
potential exporters, mostly they are convinced that they 
are getting the best possible goods at the reasonable rate 
and do not make all out efforts to make the cost more 
reasonable. / The government must come forward to make the 
importers aware of t^he alternate sources and the 
opportunity cost of the goods to be imported. It will 
increase importers bargaining leverage to get an article 
at a reasonable price-
3. Breaking Monopoly at Home 
The selected Pan Pacific nations have world 
wide recognition of being the producers of high quality 
goods at cheaper rates. On the other hand it is observed by 
the researcher that there is a crises of confidence among 
Indian customers regarding the goods produced with in the 
country and they are almost crazy and are willing to pay 
higher prices for the imported goods. 
It is further pointed out that many of the 
licences are issued with the purpose of importing 
intermediate goods m order to boost the exports. But to 
earn higher profits importers are very often try to import 
consumer goods and exploit the markets on brand and 
country names. For instance, electronic goods from Japan, 
toys from Hong l-'ong are imported with the sheer aim of 
earning higher profits only. So immediate administrative 
steps are required to check the trend. 
4, Prohibition of Imports of Second Hand Machinery 
In the world perspective such machineries are 
outdated and goods produced with such machineries are 
mostly non-competitive. These imports caused heavy outflow 
of foreign exchange and yet, not capable of boosting 
exports of the country. So it may be suggested that import 
of second hand machinery should be restricted as they are 
unable to compensate the outflow of foreign exchange and 
discourage the research and development programmes of the 
country. 
The researcher is of the firm opinion that 
import substitution for the items to be imported from the 
Pan Pacific countries with excessive protective measures 
is not advisable at this stage of our economic 
development. 
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